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saninon SSRI ce MOTI ES 
Presently Revised : 
} available estimate i ante 
Arpronrintiak OR MUN sai os |. oo Sack ccceeecccceeeceo $11, 370, 000 | $11, 895, 000 | +$525, 000 
Applied to contract authorization..........................--- —4, 150,000 | —4, 150,000 |_......-.--- 
Prior year balance available: 
MINS Su Ge ete. Sans acca cdatoddanscceancuctem 7, 875, 949 | ¢ 2 eae ee 
Samira AR a oso os oe eiccte ft 2, 150, 000 | 2, 160, 000 |. -.....---=. a 
Reimbursements from other accounts._....................--- 57, 500 | 57, 500 | 
Total available for obligation... ....................-...- | 17,303,449 | 17,828, 449 | +525, 000 
Balance available in subsequent year - - sanecnent —60, 885 | 2: SSRs 
Rescission of contract authorization pursuant to Public Law | | | 
Naat. eons a aie sc bie cence Ube amet oo moc waka on a6 once —1,000,000 | —1,000,000 |__...-..-..-.- 
ETERS RSS ERAN ODS Sees REALE ER I ET | —1, 500 | ee oe 
Obligations incurred___._..............---.---------- -| 16,241,064 | 16,766,064 | +525,000 
Br nn nn 
Obligations by activities 
Presently | Revised es- + £P, 
Description available | timate Difference 
| 
DIRECT OBLIGATIONS 
A RRR Sie PR ik oN Sy a $5, 314, 015 $5, 325, 103 +$11, 088 
0 Se ee a emma ale pan Seschhedeb mms 4, 278, 867 4, 564, 047 +285, 180 
Ss Fe ent ckcbuidhwonnaacce’ 3, 069, 391 3, 223, 123 +153, 732 
4. — of lands and water rights: | 
RRO ENE SE aa | 8,506,191 | 3, 581, 191 +75, 000 
Wren CN on en tee ees ee 15, 100 | | SRR 
Total direct obligations.........--.-.--.-.------. | 16,183, 564 | 16, 708, 564 +525, 000 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER | | 
ACCOUNTS | 
Di a a a ee es ht an a ey 25, 000 |  < Ba eae 
a. Sa ee oe an ecnanseaiphee 32, 500 | 82, 500 |-...-----.-.-- 
Total obligations payable out of reimbursements from | | 
I a ee 57, 500 | BY BGO) 1 kdiee noone 
PE NII ocelot asp nscthicensibip oierctonapent | 16,241,064 | 16,766,064 |  +525,000 
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Obligations by objects 
























































; Presently Revised 
Object classification available estimate Difference 
SUMMARY OF PERSONAL SERVICES 
Total number of permanent positions._..............-.-.....- 155 |S SARS oe 
Full-time equivalent of all other positions..............-.....- 146 199 +53 
Average number of all employees--.............-.-..-..--.-.- 276 329 +53 
Personal sei vice obligations: 
allie sac ocnaniomesinlelaiaebiomse arentiibemasein $632, 204 8 ee 
Part-time and temporary positions. __.............--.....- 393, 513 537, 193 +$143, 680 
Regular pay in excess of 52-week base_.........--.-..----- 2, 432 8} Reel 
Payment above basic rates.................-.-..........-- 5, 500 5) RRS Se 
Total personal service obligations_................--..-- 1, 033, 739 1, 177, 419 +143, 680 
DIRECT OBLIGATIONS 
Be BTN ii isin Sik btecininn cnn ceniinenggenndune 1, 008, 739 1, 152, 419 +143, 680 
oe RS See 117, 935 119, 330 1, 
03 Transportation of things. , 336 29, 901 +2, 565 
04 Communication services-_-_-..- 7, 875 fT 
ee GE Wey GE VNNNS.. .0 inns Sekine ccc. dccacwtnisis 31, 150, 675 +19, 145 
en ne ORIN ns, .conccnccmacccnsecsueusoene 8, 975 2} RSs 
ER a aE 473, 702 644, 510 +170, 808 
Services performed by other agencies..........--...-..-.-- 2, 387, 241 2, 405, 253 +18, 012 
I Se INT ie oc co re cnwaccceocnesnscurnesene= , 907 724, 952 +89, 045 
bak icin aap nahaeennsconcongenemapuptduienmbin 263, 256 267, 606 +4, 
et er ir CON nnntingsapeninccescsesnseminberel 11, 115, 166 11, 190, 166 +75, 000 
ee ns ici ercaneesnn samen suangieeninene 5, ; +1, 
ee IE IIIS nin ne ccnctnaconsbnaucnnet 16, 183, 564 16, 708, 564 +525, 000 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER 
ACCOUNTS 
Ds ceconmaccenousneeeuemaia 25, 000 OD Fears et 
OR eee RIN SIRI OT FUND ooo oon nnn ec cesennccensns 7, 500 2 4) ae 
ee I III no nc. oe cece eenennn 25, 000 _ ft ee 
Total obligations payable out of reimbursements 
EE PE i linkdwncwssn ac ccankanesaunnie 57, 500 ty near 
ein te ein dinccondannaarewaeel 16, 241, 064 16, 766, 064 525, 000 
Average salaries and grades 
Estimate, Estimate 
Actual, 1950 | 1951 1952 ’ 
1 
General schedule grades: . 
EE EEE IEE LE PERRET ET $4, 254 $4, 332 $4, 952 
a ak ata ci cree apendatiaiinve timedeipamepeonts GS8-7.3 GS-7. 5 GS-7.7 








Mr. Kirwan. The committee will come to order. 


We have with us this morning Mr. Tolson, representing the National 
Park Service with respect to a supplemental request for $525,000 in 


House Document No. 456. 


Do you have a statement, Mr. Tolson? 


GENERAL STATEMENT 


Mr. Totson. Yes, Mr. Chairman. 


We have an item to present to 


you for consideration this morning in the amount of $525,000, $450,000 
of which is for the emergency repair or replacement of facilities in the 
areas administered by the National Park Service, which have been 
damaged or destroyed by fire, floods, or wind storms since July 1, 1951. 
We also have an item of $75,000 for the acquisition of the Gila Pueblo 
property near Globe, Ariz., for the headquarters of the Southwestern 


National Monuments. 
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The largest item of storm damage is for $240,750, brought about by 
floods that occurred on September 1, 1951, in the Great Smoky 
Mountains Park in Tennessee and North Carolina. There was a 
sudden flash flood which took out portions of the Newfound Gap 
Road in the park, and also damaged and destroyed several buildings 
and other structures in the park. 

We have, of course, made the road passable with funds which were 
set up for other purposes, so that visitors can use the park. This 
item is illustrative ef the kind of damage done as the result of wind- 
storms and floods, primarily, since July 1, 1951. 


PRIORITY ORDER OF RECONSTRUCTION 


Mr. Kirwan. At this point I would like to have you insert into the 
record a list of the requested projects in priority order, beginning with 
the most urgent one. 

Mr. Totson. We shall be glad to do that. 

(The list referred to follows: ) 


Priority list for reconstruction of roads, trails, buildings, and utilities, etc., damaged 
or destroyed by fire, flood, storm, or other unavoidable causes 


1. Great Smoky Mountains National Park: flood and 
windstorm damage to— 
I a ca lp en $240, 750 


Buildings and utilities, ete. ...........-.---.-..- 33, 166 
— $273, 916 





2. Sequoia and Kings Canyon National Parks: Fire, snow 
damage, floods, and slides: 
pS TEEN, «ES tiene SE aT a 26, 000 
DiisGiies BG Uetes, OU... 5 oes 26, 575 





52, 575 
3. Isle Royale National Park: Windstorm resulting in water damage 
to and destruction of docks, bridge, ramps, and cribs___----.-- 19, 700 
4. Death Valley National Monument: Windstorm, snow, 
and rain: 





es MT PR See te ee oe as oe oe $5, 300 
Buildings and utilities, ete__..-........--------- 13, 000 
— — 18,300 
5. Crater Lake National Park: Snow load damage to buildings_-____- 15, 000 
6. Colonial National Historical Park: Windstorm destruction of 
NR ey asicveguvesipins 18, 664 
7. Custer Battlefield National Monument: Destruction of water line 
RR PRO a cea ie a ee ae wie ob 8, 750 
8. Lassen Volcanic National Park: Destruction of mess-house build- 
RE Rin Stared 2 "Sara's - eer kieke eerie: 6% SER Oe ee Seale 14, 000 
9. Perry’s Victory and International Peace Memorial National 


Monument: Windstorm resulting in water destruction of portions 

of seawalls and terrace at base of monument shaft____._-._-_-- 3, 000 
10. Yosemite National Park: Snowstorms and slides; replacement of 

electric and communication lines and poles, and roof of ranger 


IIE STEN ERE ee a MARRS Se Ns 12, 880 
11. Blue Ridge Parkway: Reconstruction of utility buildings destroyed 
Dy Gre ties sto. Acie os. OS ook a See eA 11, 088 


12. Pinnacles National Monument: Rainstorm damage; replacement 
of culverts and backfill; reconstruction of bridge, retaining wall, 


OO ase sa re Be ke ls hah tnd et is Sa wh pa oe co cos del ht ES Se, 13, 500 

13. Oly mpic “National Park: Windstorm; reconstruction of Graves 
et CN ese Sa a De 1, 000 
Nacsa ade ELS i INKS ed Bl ab BATS DIS Loken de bl tsee 462, 373 


Rounded off to 450, 000 
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NEED FOR ADDITIONAL POSITIONS 


Mr. Kirwan. On page 6 of the justifications you indicate that 
some of the reconstruction work has already been accomplished. 
Cannot the rest of it be done without the additional 53 positions that 
you are requesting? 

Mr. Totson. Those 53 positions are made up of per diem employ- 
ments. They are not full-time, permanent positions, and we are not 
in position to absorb them. 

Mr. Kirwan. You will not put them on regularly. You will hire 
them to complete the job that you are asking the funds for this 
morning and they will not be permanent employees in the Park 
Service; not one of them? 

Mr. Touson. That is right. Some of the work will be done by 
contract. The road work will be done by contract, and in the case 
of the Great Smoky Mountains road work, it will be done, as we 
usually do it, through the Bureau of Public Roads. 

Mr. Kirwan. But none of the employees that you are requesting 
will be on permanently? They will be just to finish the job and that 
will be the end of it? 

Mr. Toxson. And then they will be off the payroll. 


WATER LINE FOR CUSTER BATTLEFIELD MONUMENT 


Mr. Kirwan. How long is the water line serving the Custer Battle- 
field Monument for which $8,750 is requested? 

Mr. To.tson. Approximately 3 miles long. It is a 20-year-old 
water line. It is about 3 inches in diameter. It was buried about 5% 
feet underground, but, as you know, in that location in Montana it 
is very cold; it gets down to 50 and 60 below zero, and, unless a water 
line is placed below the frost line or freezing line of the ground it is 
subject to bursting and damage. This 20-year-old line was put in 
before the area was transferred to the National Park Service. 


BASIS OF COST ESTIMATES 


Mr. Kirwan. Do the cost estimates in this request represent the 
actual cost in those cases where the work has been accomplished with 
other funds? - 

Mr. Touson. These estimates represent the very best engineering 
estimates we could get. They were made by our own staff of engi- 
neers. 

Mr. Kirwan. And you think that every dollar that you are request- 
ing here is needed? 

Mr. Touson. Yes, sir. 


OPERATING COSTS AND USE OF THE GILA PUEBLO 


Mr. Kirwan. What is the estimated cost of operating the Gila 
Pueblo annually? 

Mr. Totson. Well, for maintenance it would be approximately 
$8,100 a year. 

Mr. Kirwan. How many will you employ? 

Mr. Totson. We will probably have a staff there of 10 or 12 perma- 
nent employees, some of whom will be transferred from their present 
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location at Santa Fe, N. Mex., where our region 3 office is located, 
and we expect to get three or four clerical positions—or at least we hope 
so—in the 1954 appropriation. 

Mr. Krrwan. How much will be saved in annual operating costs 
at Santa Fe as a result of moving the southwestern monument unit to 
Gila Pueblo? 

Mr. Totson. There will not be any saving as a result of the move, 
in dollars and cents. It will provide a much better location for the 
staff, being centrally located among the 25 national monuments 
ean in Arizona, New Mexico, southern Colorado, and southern 
Utah. 

It will also provide a place where we can store the archeological 
remains that have been donated to the Park Service or that it has 
acquired in various ways, and which are now housed in very unsatis- 
factory buildings and shacks throughout the Southwest. We could 
bring them into a fireproof building where they could be protected; 
where they can be properly serviced; and where they can be displayed 
to the public. Also, the public could see the archeologists at work 
there. 

Mr. Kirwan. There will also be a savings, will there not, because 
you are going to unify the operation and have it in one place rather 
than scattered all over the Southwest? 

Mr. Toutson. This will be the headquarters unit of the Southwest 
National Monuments. Each of the 25 monuments, or at least most 
of them, has a small staff. 

Those are the superintendents and rangers, and, in a few places, 
archeologists. The headquarters staff will be located at Globe and 
give over-all administration to the entire group of 25 monuments. It 
will also provide a central place for equipment storage for use at the 
monuments that cannot afford it. For instance, we could put two or 
three trucks at Gila Pueblo that could be used at various monuments 
instead of only at one of them. 

Mr. Kirwan. Nevertheless, there should be a savings when you 
establish a headquarters. That is why you are establishing it there; 
is it not? 

Mr. Touson. We are establishing the central headquarters staff 
at Globe for a more efficient operation. 

Mr. Kirwan. The more efficient operation will represent a saving. 

Mr. Totson. We will also give better service to the public. 

Mr. Kirwan. You are going to save. You may not be able to say 
offhand what you are going to save, but you are going to save. 

Mr. Toxson. It will give us a more efficient unit than we have now 
and it will be more centrally located, so that the administration of 
these areas will be better and in the interest of the public. 


ROAD CONSTRUCTION IN GILA PUEBLO VICINITY 


Mr. Kirwan. You have good roads to the location so that it will 
be accessible to the public? 

Mr. Touson. There ig a great deal of work that needs to be done 
in the southwestern national monuments. The road leading to 
Gila Pueblo from the central part of Globe, Ariz., is about 2 miles 
long, and I understand that it is to be improved by the county. Also, 
this new headquarters unit in the Gila Pueblo will provide the Na- 
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tional Park Service with a place to furnish information to the visitin 
public about the southwestern national monuments, and about all 
of the areas in the national park system. A new road is to be 
constructed, we understand, between Phoenix to Globe, a distance of 
about 60 miles. That new road will run within 200 yards of this 
headquarters unit. Naturally, with archeologists working there; 
with displays in the large lobby of the central building of this unit, 
many people will visit the headquarters area as they would visit a 
national monument or park. 


VALUE OF GILA PUEBLO PROPERTY 


Mr. Kirwan. What is the value of the buildings? 

Mr. Touson. The value of the buildings has been estimated to be 
at least $250,000, and the replacement cost is estimated to be $50C,000. 
The act authorizing the acquisition of this property authorizes a 
$75,000 appropriation. We feel that it is a very fine bargain. In 
addition to acquiring about 20 acres of land and the structures on it, 
which include the workrooms and the offices I have mentioned, there 
are eight apartments and one residence where the employees can be 
housed. Of course, they will have deducted from their salaries the 
appropriate charges for occupying the quarters. It will make a very 
fine Southwestern Monument Headquarters unit. It is fortunate 
that we can acquire this property for $75,000. Even from a real- 
estate point of view, the Government is making a good deal in this 
case. 

Mr. Kirwan. The Congress knew what it was doing when this 
act was passed. It will be a good deal for the people? 

Mr. Touson. That is right. 

Mr. Kirwan. It will bring back the memories of the Southwest, 
and it will point out what we had in this country? 

Mr. Touson. There is no question about it. 


INSURANCE COVERAGE ON PARK STRUCTURES 


Mr. Furcoio. Was there any insurance coverage of any kind on 
any of these buildings that were destroyed by fire? 

Mr. Toutson. No. ‘They were all Government buildings, and the 
Government does not follow the practice of obtaining insurance. 


RECONSTRUCTION PROJECTS IN NATIONAL PARKS 


Mr. Fenron. The total amount of the request is $525,000. 

Mr. Totson. That is the total requested; $450,000 is for storm 
damage; mostly for flood and wind-storm damage. 

Mr. Frenron. How many projects are in that reconstruction 
program? 

Mr. Touson. There are about 16, ranging from the largest item of 
$240,750 in Great Smoky Mountains National Park to one of $1,000 
in Olympic National Park. 
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DESCRIPTION AND HISTORY OF THE GILA PUEBLO 


Mr. Fenron. With regard to this new property that you want to 
acquire, you say there is a large building there that will house the 
employees of the Park Service? 

Mr. Toutson. Yes. Included in the largest structure on the prop- 
erty is a building which has eight apartments. Those apartments 
are complete, except for kitchens, and we will have to go through the 
regular estimate procedure to get the money to install them. I have 
a booklet here, if you would care to see it, containing photographs of 
these properties. 

Mr. Funron. Who owns the property now? 

Mr. Totson. It is owned by Mr. and Mrs. James Heron and Mr. 
and Mrs. Spurlock. They acquired the properties from a Dr. Harold 
Gladwin, a wealthy man who became interested in archeology, and 
particularly at Gila Pueblo, which is a prehistoric ruin. He employed 
archeologists to excavate the ruin and display the artifacts to the 
public in these buildings. The buildings were erected at an esti- 
mated cost of $250,000 in 1929-30. ‘The archeological work was 
completed and the artifacts given to Arizona University. The 
ownership of the property now vests in Mr. and Mrs. Heron and Mr. 
and Mrs. Spurlock who have offered to sell it to the Federal Govern- 
ment, at the low price of $75,000, for monument uses. 

Mr. Fenton. Are the buildings in pretty good shape? 

Mr. Touson. The buildings are in pretty good shape. It will 
probably cost about $10,000 to rehabilitate the buildings and put 
them in good shape. Along with the 20 acres of land, which goes 
with the structures, there is a 5,000-gallons per-month water right 
which will not cost the Government anything. There is also a 
central heating plant which uses oil Gas is also available for use in 
the apartments. Being located near Globe, Ariz., all needed utilities 
are available. The new road, which will run from Phoenix to Globe, 
will provide a very fine access to the property and make it available 
to the public. 

Mr. Fenton. Will you have to have additional personnel? 

Mr. Totson. We estimate that three or four new clerical employees 
will be needed, and we hope to get them at the beginning of the fiscal 
year 1954. The option on this property will expire on November 1, 
1952, and that is the reason we are in here with a supplemental 
estimate at this time. 

Mr. Fenton. What would be the value of that property? It cost 
$250,000 to build? 

Mr. Touson. It would be between $250,000 and $500,000. 

Mr. Fenton. And are you going to get it for $75,000? 

Mr. Totson. We are getting it for $75,000. 

Mr. Kirwan. We thank you for your appearance and the informa- 
tion that you have given the committee. 

Mr. Touson. Thank you, Mr. Kirwan. 
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SUBCOMMITTEE ON TREASURY AND POST OFFICE DEPARTMENTS 
APPROPRIATIONS 


J. VAUGHAN GARY, Virginia, Chairman 
ANTONIO M. FERNANDEZ, New GORDON CANFIELD, New Jersey 
Mexico EARL WILSON, Indiana 
OTTO E. PASSMAN, Louisiana BENJAMIN F. JAMES, Pennsylvania 
ALFRED D. SIEMINSEI, New Jersey 


TREASURY DEPARTMENT 
Turspay, May 27, 1952. 
Coast GuaRD 


WITNESSES 


VICE ADM. MERLIN O’NEILL, COMMANDANT 
REAR ADM. K. K. COWART, ENGINEER IN CHIEF 
REAR ADM. R. E. WOOD, DEPUTY CHIEF OF STAFF 


COMMANDER J. A. ALGER, JR., CHIEF, BUDGET AND COST ANALYSIS 
DIVISION 


AcqQuIsITION, CONSTRUCTION AND IMPROVEMENTS 


Mr. Gary. The committee will come to order. This meeting has 
been called for the purpose of considering a supplemental estimate for 
the year 1953 in the amount of $9 million for the acquisition, construc- 
tion, and improvement program of the Coast Guard as set forth in 
House Document 450. We will insert the document in the record at 
this point. 

(The matter referred to is as follows:) 


]H. Doe. No. 450, 82d Cong. 2d sess.]} 
SUPPLEMENTAL APPROPRIATION FOR THE TREASURY DEPARTMENT 


CoMMUNICATION FROM THE PRESIDENT OF THE UNITED States TRANSMITTING 
A Proposep SupPLEMENTAL APPROPRIATION, FiscaL YEAR 1953, IN THE 
Amount or $9,000,000 ror THE TREASURY DEPARTMENT 


Tue Wuite House, Washington, May 1, 19852. 


The SpEAKER OF THE HovusE or REPRESENTATIVES. 


Sir: I have the honor to transmit herewith for the consideration of the Congress 
& proposed supplemental appropriation, fiscal year 1953, in the amount of 
$9,000,000 for the Treasury Department. 

The details of this proposed appropriation, the necessity therefore, and the 
reasons for its submission at this time are set forth in the attached letter from the 
Director of the Bureau of the Budget, with whose comments:and observations 
thereon I concur. 

Respectfully yours, 
Harry 8. Truman. 
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EXECUTIVE OFFICE OF THE PRESIDENT, 
BuREAU OF THE BUDGET, 
Washington, D. C., May 1, 1952. 
The PREsIDENT, 
The White House. 

Srr: I have the honor to submit herewith for your consideration a proposed 
supplemental appropriation, fiscal year 1953, in the amount of $9,000,000 for the 
Treasury Department, as follows: 


TREASURY DEPARTMENT 
Coast GUARD 
ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS 


For an additional amount for ‘Acquisition, construction, and improvements”, 
$9,000,000, to remain available until expended. 

This amount is necessary to enable the Coast Guard to construct additional 
floating equipment for the port security program. At the time the 1953 budget 
was prepared, this program was under review and the requirements were not 
sufficiently known to permits inclusion in the budget document. 

I recommend that the foregoing proposed supplemental appropriation be trans- 
mitted to the Congress. 

Respectfully yours, 
F, J. Lawron, 
Director of the Bureau of the Budget. 
H. Doc. 450 

Mr. Gary. We will also’insert in the record page 2 of the justifica- 
tions, from which it appears that the total item for acquisition, 
construction, and improvement for 1953 is $28,250,000. $19,250,000 
was carried in the appropriation bill as it passed the Senate, which 
leaves an estimated supplemental requirement of $9 million. 

(The matter referred to is as follows:) 


ScHEDULE OF SUPPLEMENTAL APPROPRIATIONS AND ReEvisED EsTIMATE 


Appropriation title: Acquisition, Construction, and Improvements 
Agency: Treasury 
Bureau: Coast Guard 


1. ANALYSIS OF AMOUNTS AVAILABLE 
BA RH eben entiehbda bane eneee ne nemy _ $19, 250, 000 


A. Total estimate 





2. ANALYSIS OF ESTIMATE AND SUPPLEMENTAL REQUIRED 


B. Estimate: 
POMONA R ONION sees ede cee poe ic eee. $373, 355 


ELE ES ENTE RE AE Se ES ie 27, 876, 645 

po ea ie nem es FL UE RR pa Re 28, 250, 000 

C. Less total available (same as A, above)____.________________ 19, 250, 000 
D. Estimated supplemental required (B minus C)______...____-- 9, 000, 000 


E. Date obligational authority will be needed: July 15, 1952. 
F. Date cash for expenditure will be needed: July ‘15, i952. 
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6. ESTIMATE OF SUPPLEMENTAL APPROPRIATION INCLUDED IN LATEST BUDGET 
Pe EES XR I SEES PAS bl, 5 Sage: RRMA Claes Tes aay Ais None 


4. ESTIMATED EXPENDITURES FROM SUPPLEMENTAL 





| In budget | Revised 





In fiscal year 1953- 





coe ants aeceiasnasoleeae Sete Ae oe oe er ke eat ot 0 | — $8,000, 000 
a EA NS SIS St NAT POE 2 TAD 0; 0 
RR SERIES Re RE a 0} 0 

Daas siscecnctnotiansledeinisieecensiein bhsens Sampo nas ccm cak Gioscie ws Selasace Sickie oat e o| 9,000, 000 





See: 


GENERAL STATEMENT 


Mr. Gary. We shall be very glad to hear from Admiral O'Neill 
with respect to this request at this time. 

Admiral O’Neitit. The Coast Guard appropriation request for 
$9,000,000 is for the construction of 14 40-foot picket boats and 20 
95-foot patrol boats required to augment the port security program. 
These additional patrol craft are necessary to improve the security 
of major port areas of the United States and to give a measure of 
protection to certain important areas not provided for by the original 
program. 

The committee will recall that the original port-security program 
provided for the operation of 10 83-foot patrol boats, 120 40-foot 
patrol boats, and 3 helicopters, and for an increased personnel strength 
for port security purposes of 4,772 officers and men. 


ACTIVITIES CONTEMPLATED UNDER PORT SECURITY PROGRAM 


The activities contemplated under this program consist primarily 
of four types of operations, as follows: 

(1) A program to control and supervise the loading of explosives 
and other dangerous cargoes, particularly in major port areas. 

(2) A program to identify seamen for the purpose of preventing 
subversives from sailing on merchant vessels of the United States. 

(3) A limited program to prevent, so far as practicable, the importa- 
tion of atomic and other weapons into major port areas. 

(4) A program to prevent subversive and other undesirable persons 
from gaining access to designated water-front areas and vessels in 
major port areas. Initial forces authorized provided for control in 
areas where shipping activities were in progress in support of United 
States military operations and the Military Defense Assistance 
program. 

The above program inaugurated in the closing days of 1950, is con- 
tinuing. Active supervision of the loading of explosives is being 
carried out and the program for the screening of seamen is practically 
complete. Restrictions are in effect to prevent seamen who have not 
been screened from sailing on any United States ocean-going vessel of 
over 100 gross tons. To date a total of 302,600 seamen have been 
screened in this program. 
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The screening program for water-front workers, designed to provide 
in as many of the large ports of the United States as possible, sufficient 
personnel with port security cards to handle the loading of important 
cargoes in case of war or should the present emergency necessitate the 
establishment of restricted port areas, is continuing. As of the present 
time close to 200,000 cards have been issued and it is anticipated that a 
total of 250,000 will be issued by July 1, 1952, and another 250,000 in 
fiscal 1953. 

From the above it will be seen that the port-security program adopt- 
ed almost 18 months ago is being carried out. It will be remembered, 
however, that this program was from the outset admittedly a limited 
program. It was designed to give the maximum protection with the 
minimum of facilities and personnel, but was considerably short of 
the requirements necessary for an all-out port-security program. 
While such a complete program is not practical nor economically 
feasible under the present conditions, the experience of the Coast 
Guard in developing the current program has pointed up two weak- 
nesses in it that present a risk which it is not believed the Nation can 
afford to take. 

The first of these is that in limiting the program to 10 ports, certain 
other areas that require a moderate amount of protection present a 
grave weakness to our national security. An example of such areas 
are several small ports in which are moored a major portion of the 
Navy reserve fleets. Such areas are New London, Conn., Charleston, 
S. C., Orange, Tex., Jacksonville, Fla., and San Diego, Calif. The 
Coast Guard has no patrol craft that it can divert from other duties 
to protect these fleets and the patrol boats previously authorized for 
port-security work, are urgently required and specifically assigned to 
the 10 port areas covered by the original program. Therefore, 14 
additional 40-foot picket boats are required for the protection of the 
port areas of the ports listed above, particularly in connection with 
providing adequate water-front protection to the reserve fleets of 
the Navy which are in moth balls at these points. 

The second, and by far the most important, is that experience has 
shown that our protection against the clandestine importation of 
atomic and other weapons into major port areas is defective in that 
it provides almost no safeguard against a sneak attack. At the outset. 
it should be stated that it is not believed practicable to provide 100 
percent protection against such an attack but it is felt that every 
step should be taken to minimize the possibility of merchant or other 
vessels laden with means to destroy our port areas entering therein. 

Through cooperation with the Customs Bureau, the Pilot Associa- 
tions, port authorities, and shipping interests generally, a system of 
advance notice of arrivals of vessels has been established and the 
boarding of any vessel that might be suspicious is feasible. It is 
obvious, however, that this system is only effective with respect to 
vessels in the legitimate trade, and in no way provides a guarantee 
that a vessel attempting a sneak entry will be apprehended. The 
only way to minimize this possibility is to maintain a constant patrol 
of the entrance at all major port areas. To maintain a continuous 
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24-hour patrol in any area requires a minimum of three vessels. This 
means one vessel on patrol, one on immediate stand-by status, and 
one on maintenance status with leave and recreation for the crew. 

Under the original program the 10 83-foot patrol craft authorized 
and in service provided for the entrance boarding of certain vessels 
when advance notice of their arrival was available, and for providing 
part-time harbor entrance patrols at the 10 major port areas. Twenty 
additional vessels of the same general characteristics are required to 
provide a continuous patrol at harbor entrances. These 30 vessels 
will then give reasonable protection against any sneak attack and will 
represent the only on-the-spot force in being to enforce boarding re- 
quirements and to physically deny entry when necessary. The combi- 
nation of an entrance patrol vessel on continuous duty and the arran 
ments already worked out with intelligence sources and Pilot Associa- 
tion should give a relatively high degree of control over entering 
vessels. It will not be sufficient to deny entrance to an aggressive 
vessel bent on forcing entrance because only a heavily armed vessel 
with adequate capabilities could guarantee this. But with the vessels 
requested herein, we can turn back an entering vessel of moderate 
strength, and in any case we are capable of minimizing the possibility 
of a suprise attack. 

The vessels requested are necessary to proper accomplishment of the 
present port-security program. 


PROTECTION NOW GIVEN MOTH-BALL FLEET 


Mr. Gary. Admiral, this moth-ball fleet of the Navy has been in 
these ports for some time; has it not? 

Admiral O’Netiu. Yes, sir; I think since shortly after the end of 
World War II, as I recall. 

Mr. Gary. Who has been protecting them up until this time? 

Admiral O’Nerut. So far as I know, Mr. Chairman, there has been 
no protection except perhaps some furnished by the Navy. Of that 
I am not sure, but we have been unable to give them any protection 
except just generally in any of these areas where we might have a 
boat cruising on other duties which, of course, is not very good pro- 
tection. Whether the Navy is maintaining any protection or not, I 
am not sure. My understanding is that they are not. 

Mr. Gary. Is the Navy maintaining any protection of these vessels 
at the present time? 

Admiral O’Neriu. From the water side? 

Mr. Gary. Yes. 

Admiral O’Netuu. I do not think so, but I am not’sure. I under- 
stand, of course, that they have a maintenance crew to guard them 
and to do a certain amount of work on them—that is, on board the 
= but I do not think that they have had any water patrol of the 
ships. 

Mr. Gary. Our committee is particularly anxious in matters of this 
kind to see that there is no duplication of effort. We would like a 
statement from the Navy as to the need of this protection and, 
whether or not they are affording any protection to these ships. 
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Admiral O’Neriu. They have asked us to provide protection in 
some of these areas. I can get a more complete statement covering 
the matter for you, if you wish. 

Mr. Gary. Pwich you would, from the Navy itself, indicating by 
whose order protection has been afforded these vessels in the past, 
what protection the Navy is affording them at the present time and 
whether they plan to continue such protection or intend to turn the 
whole job over to you. I think that is very important. 

We had a similar situation not long ago about which I made some 
inquiries. The Air Force requested a tremendous number of ships for 
rescue work, in connection with their training activities along the 
coast. I raised the question at the time as to whether there was 
duplication of effort, because the Coast Guard already had rescue 
facilities in those areas. But they said that the Coast Guard facilities 
were not adequate for the training stations, although it might be 
adequate for normal operations. When one of their ships fell into the 
ocean, they had crews on a stand-by basis, so that they could take off 
immediately, but that if they had to notify the Coast Guard, in a 
great many instances, the ships and the crew might be lost. 

Before we authorize this service we will want to know what the 
Navy is doing about it, or what they propose to do about it after the 
service is established. 

Admiral O’Netiu. I do know that the Navy has approved this 
request. I know of one instance where a naval district commandant 
has requested our district commander for this protection. But I 
should be very glad to get a complete over-all statement of the entire 
picture as you have expressed it. 


NAVY ATTITUDE TOWARD COAST GUARD REQUEST 


Mr. Gary. I would like to have in the record at this point a state- 
ment from the Navy concerning the need and what steps they are 
taking in connection with it. 

Admiral O’Netuu. Very well, sir. 

(The statement is as follows:) 


The following are extracts from a Report to the President on the Status of 
Port Security dated October 26, 1951, submitted by the Joint Navy Department- 
Treasury Department Committee: 

“Continuous 24-hour coverage at major harbor entrances is needed and ad- 
ditional patrol boats (83 foot-90 foot) WPB-type should be provided for this 
purpose.’ 

“Recommendations: That an initial increase of 20 additional 83 foot—90 foot 
WPB’s be furnished to provide improved coverage at major harbor entrances.” 

“Tt is planned to extend the waterside patrol to the approaches to the United 
States Naval Reserve Fleet areas in San Diego, Calif., New London, Conn., 
Charleston, 8. C., Jacksonville, Fla., and Orange, Tex., if and when additional 
patrol craft can be provided.” 

“Recommendations: It is recommended that the Coast Guard be granted funds 
to acquire 30 additional picket boats of the 40 foot type in order to carry out the 
planned extension of this phase.” 

“Recapitulation of recommendations: That additional Coast Guard patrol 
vessels and fireboats be procured for the expanded port-security requirements in 
accordance with the following schedule: 
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Vessels and aircraft 
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Following is a statement from the Secretary of the Navy pertaining to the 

port security problem: 
Tue Secretary or THE Navy, 
Washington, May 29, 1952. 
Hon. Jonn S, Granam, 
Assistant Secretary of the Treasury, 
Wachington 25, D. C. 

My Dear Mr. Granam: In reference to the report to the President on the 
status of port security, dated October 26, 1951, as approved by the President on 
November 7, 1951, I wish to reaffirm the need for waterside protection by the 

Inited States Coast Guard for the Naval Reserve Fleet anchorage areas in New 
London, Conn.; Charleston, 8. C.; Jacksonville, Fla.; Orange, Tex.; and San 
Diego, Calif. 

As discussed in our meetings of the Joint Navy-Treasury Committee, estab- 
lished at the direction of the President, the Coast Guard by reason of its small 
boat operating experience and by reason of its current port-protection program 
can well and properly perform the duties of a waterside patrol in the approaches 
to these fleet areas. Such patrols by the Coast Guard weuld be a normal and 
logical extension of the port security program and is in conformity with the 
duties prescribed by law for the Coast Guard as set forth in title 14, United States 
Code, section 91. 

The Navy considers the acquisition of additional Coast Guard boats for water- 
side patrol clearly needed to establish proper security for these Reserve Fleet 
vessels and requests that the Coast Guard take steps to procure them. ‘This 
will not duplicate naval effort. 

Sincerely yours, 
Dan A, KIMBALL, 


RELATION OF RESERVE FLEET PROTECTION PROGRAM AND PORT SECURITY 
PROGRAM 


Mr. Gary. How many ports are involved in this Reserve Fleet 
protection program? ° 

Admiral O’Neruy. There are five. 

Mr. Gary. There are five where you have the problem of the 
Reserve Fleet. In addition, there are 10 major ports that you men- 
tioned, where you think additional installations are necessary to 
protect those ports? 

Admiral O’Nettu. Yes, sir; to provide a continuous around-the- 
clock patrol at the harbor entrances. Those are referred to as port 
areas, Mr. Chairman; in some cases, for example, like Baltimore and 
Norfolk, they are considered a port area. In other words, it would 
provide a patrol at the mouth of the Chesapeake Capes to protect 
the port area of Norfolk and Baltimore; and there are areas such as 
New York, Boston, and others. That is the purpose of it. 

Mr. Gary. Is there any duplication of ports in the two programs? 

Admiral O’Nettu. No, sir. At the 10 port areas it would be an 
around-the-clock harbor entrance patrol to prevent a sneak attack, to 
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prevent a vessel sneaking in. At the five ports where the Reserve Fleet 
is laid up, that would provide a water patrol to prevent a small boat 
from coming up there and blowing them up, or doing sabotage of 
some kind or other. 

Mr. Gary. What protection do you have now at the 10 ports? 

Admiral O’Nemu. We have a” part-time entrance patrol. In 
many cases they have a patrol just at nighttime. But it is merely a 
part-time affair. They have one vessel, the 83-footer that is used for 
that now. They cannot keep them there all the time and in many 
cases they try to keep them there at night to make spot checks. We 
feel strongly that in order to provide proper protection under this 
program, we need the 20 additional boats in order to be able to set up 
the patrol that I have mentioned. 


REQUIREMENTS FOR 24-HOUR PATROL 


Mr. Gary. In order to establish an around-the-clock patrol, why 
would it be necessary to have three boats? 

Admiral O’Neriu. One boat on patrol for a certain period of time— 
say 5 days. It may not run that length of time. But you have to 
have another boat that is inhnasitietély ready to go out in case of 
necessity. They may call for assistance. Or, if this one boat on 
patrol should break down, then you have to send another boat in. 
In other words, there has to be a boat ready to go. The third boat is 
for maintenance, repairs, and recreation for the crew. It 1s some- 
thing like the 2 hours on and the 4 hours off idea, or 4 on and 8 off, 
for personnel. 

Mr. Gary. I can understand why you would perhaps required 
three crews but it seems to me that you might handle a patrol of that 
kind with three crews and two boats, that you would not necessarily 
have to have three boats. You have to assign the crew to a boat and 
you require them to stay on the boat; is that the idea? 

Admiral O’Netiu. Yes, sir; otherwise the men do not take much 
interest in the boat. If they are assigned to the boat, then it is their 
boat and they take a great deal of pride in its maintenance and in its 
appearance and upkeep. Also the three-boat idea would guarantee a 
boat there all the time regardless of breakdowns or emergency repairs 

* that would have to be made—things of that kind. 

Mr. Gary. How many boats do you have operating in that service 
now? 

Admiral O’Neriu. On the harbor entrance patrol we have the ten 
83-footers. 

Mr. Gary. And you need 20 more? 

Admiral O’Neruu. Ys, sir; we call them 95-footers. They are the 
modern improved version of the 83-footer, a little bit larger with better 
accommodations for the crew. 

Mr. Gary. You are asking for two more at each port? 

Admiral O’Neitu. Yes, sir. 

Mr. Gary. At the present time you have only a part-time coverage, 
you do not have a complete coverage to provide 24-hour protection? 

Admiral O’Nertu. That is correct; we do not. 


‘ 
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SHORE INSTALLATIONS 





Mr. Gary. Are there any shore installations in those areas that 
could take care of this situation, by radar or other installations of 
that type? 

Admiral O’Neriu. We have sofhe radar installations, but I do not 
know that they are at these places where we could use them; do you, 
Admiral Wood? 

Admiral Woop. There is nothing ashore which could actually 
exercise a force against an entering vessel. 

Admiral O’Neiitu. But we do have radar? 

Admiral Woop. Yes; that is the entrance vessel; that is correct. 


CONSTRUCTION PROGRAM FOR ADDITIONAL BOATS 


Mr. Gary. Admiral, who is going to build these boats? 

Admiral O’Nerttut. The 40-foot boats, Mr. Chairman, would be 
built at our yards at Curtis Bay, where we have built the others. As 
for the 95-foot boats, I do not know that we know yet; we may build 
some there and maybe some would be built by the Navy or by private 
contractors; 1 am not sure. Maybe Admiral Cowart could answer 
that more specifically. Admiral Cowart is our engineer-in-chief, if 
he may answer that question. 

Admiral Cowart. a sir; it would depend on our workload at our 
own yard at the time. That is, if we were not up to a steady level of 
work, and this would provide that steady level, we would hope to do 
it. But the operational necessity would enter into it, and if they were 
needed in a hurry, we would probably have to go outside for at least 
a part of the total, to have them built. We would not then be able 
to build them all at our yard. 

Mr. Gary. How long is it going to take you to get all of them built? 

Admiral Cowart. If it were a rush job, we would not try to build 
them all at our yard. It would probably depend upon the situation 
at the time. 

Mr. Gary. Do you contemplate building them all within 1 year? 

Admiral Cowart. From the time of the authorization I should 
think a year. It would depend on deliveries of materials. One item 
can hold up a whole program of this kind; it may be materials, engine, * 
or some auxiliary. We have had experiences that have been a little 
distressing, in connection with materials like that, occasionally. 

Admiral O’Netu. I believe it would be fairly safe, Mr. Chairman, 
if we assumed that we could build them in about a year’s time, within 
the fiscal year. 

Admiral Cowart. Yes, within the fiscal year. 

Mr. Gary. You are asking specifically for how many boats 
altogether? 

Admiral O’Netuu. Thirty-four; twenty 95-footers. 

Mr. Gary. That is for the 10 major ports? 

Admiral O’Neiiu. Yes, sir. 

Mr. Gary. And there are 14 of the 40-footers for the five ports 
where the ships are in mothballs? 

Admiral O’Nettu. That is true. May I go off the record for a 
moment? 

Mr. Gary. Yes. 

(Discussion off the record.) 
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RECOMMENDATION OF PROGRAM 


Mr. Gary. Do you have the original request from the Navy for 
this service? 

Admiral O’Nettu. Do you mean for the fleet anchorages? 

Mr. Gary. Yes. 

Admiral O’Neriu. We have a letter from the commandant of the 
Sixth Naval District; that is the one I had reference to. The other 
is in a report that was made to the President by our joint committee; 
that is, the Secretary of the Navy and the Secretary of the Treasury, 
that reports on port security progress and also on joint Coast Guard- 
Navy undertakings. It is contained in that. 

Mr. Gary. And they recommended this program? 

Admiral O’Netuu. Yes, sir. That is classified. The report that 
they made is classified. That is the point; that is why we do not have 
it here, with us, but it is contained in that report. 

Mr. Gary. Was that recommendation for a partial guarding or for 
the complete program? 

Admiral O’Netuu. It was for the complete program, for both groups 
of boats. 

EXISTING COAST GUARD PATROLS 


Mr. Gary. You do not have any boats now at the five ports where 
‘ the mothball fleets are located? 

Admiral O’Netuu. Yes, sir; well, for example, at New London we 
have one boat there, but she is on other duties. 

Mr. Gary. That is what I mean. You do not have any boat for 
the specific purpose of this particular guard duty? 

Admiral O’Netuu. No, sir; not for this guarding. 

Mr. Gary. So this program has not been partially undertaken. 
This is a brand new program? 

Admiral O’NeEILu. Yes, sir. 

Mr. Gary. You are asking for vessels to take care of the complete 
program? 

Admiral O’Netu. Yes, sir; that is true. 

Mr. Canrrecp. Admiral, first I want to say that it was not until 
this subcommittee’s recent trip to the Far East with the Coast Guard 
that I realized fully how far-flung are the operations of this great 
agency. Iwas much impressed by the officers and men of the Coast 
Guard that 1 saw on those remote stations in the Pacific and by the 
way that they are handling their missions. 

Joming from a major-port area in the United States, I am keenly 
concerned about this program. Let me ask you this question first; 
and it is by way ofasummary. As I understand it, this program that 
is presented to us today has the approval of the joint committee? 

Admiral O’Ne. Yes, sir. 

Mr. Canrie.tp. That is, Navy and Treasury? 

Admiral O’Netu. Yes, sir. 

Mr. CanFige.p. It was reviewed and approved by the Bureau of the 
Budget? 

Mr. Gary. If the gentleman will pardon me for a moment: 

There are two programs, as I understand it. One is the program 
that was recommended by this joint committee. Was the other also 
recommended in that report? 
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Admiral O’Netiu. Yes, sir. 

Mr. Gary. The major port program, 

Admiral O’Nettu. The 40-footers and the harbor entrance patrol 
program also. 

Mr. Gary. Both programs were recommended by this joint 
committee? 

Admiral O’Nei.u. Yes, sir. 

Mr. Gary. I hope the gentleman will excuse me for interrupting, 

Mr. Canrie.p. The gentleman has brought out just the point that 
I sought to bring out. However, I am glad to have the information in 
the record as a result of the chairman’s inquiry. 

Admiral, I understand also that the President considered this 
matter and presumably gave it his approval, and sent it up to the 
Congress? 

Admiral O’Neruu. Yes, sir. 


OPERATIONS WITHIN PROGRAM 


Mr. Canriexp. You tell us that there are four types of operation in 
this program. One is a program to control and supervise the loading 
of explosives and other dangerous cargoes, particularly in the major 
port areas. Coming from New Jersey, where we had that terrible 
explosion in the Amboys, I know how important that is. You have in 
mind, of course, preventing anything happening such as happened in ~ 
New Jersey some time back? 

Admiral O’Neru. Yes, sir. That program of ours is the super- 
vising of handling the loading and unloading of explosives at these 
major port areas. That has already been set up and we are on the 
jow now at these explosive loading areas. 

Mr. CanFreip. Another type of operation is the limited program 
prevent, so far as practicable, the importation of atomic and other 
weapons at the major port areas. 


REGULATION OF WATER TAXIS 


When this subcommittee was in New York this last spring I could 
not help but observe what I believe to be a definite weakness in our 
port security program and, upon my return to Washington, I wrote 
Secretary Snyder documenting what I thought was a case. I had 
reference to the junk boats and the motor launches commonly called 
water taxis. The former are licensed by the city of New York, but 
they were eliminated during World War II in the interest of security, 
but reopened in 1947 on the insistence of the city authorities. Pres- 
ently the taxis are wholly unlicensed. 

I discussed the situation with the collector of customs in New York, 
Mr. Harry M. Durning and members of his staff, along with Coast 
Guard officers, and there seemed to be a general feeling that until the 
junk boats were eliminated or properly controlled and motor launches 
properly controlled, there was a great opportunity for the introduction 
into the United States of subversive elements and materials of un- 
conventional weapons, and for the illegal importation of strategic 
materials. 

The gentlemen with whom I discussed the matter stated frankly 
that they believed that considerable narcotics were being smuggled 
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into our country through these operations. I wrote the Secretary 
of the Treasury, Mr. Snyder, regarding the fears that I had at the 
time and acting for the Secretary, Mr. Graham advised under date 
of May 15, 1952, that the commander of the Third Coast Guard 
District in New York and the collector of customs in New York have 
conferred on the matter and have recommended that junk boats and 
water taxis be regulated under the present port security program. 

I am sure that this must have been called to your attention. It is 
your understanding that appropriate regulations are now being 
developed? 

Admiral O’Netu. Yes, sir; that is my understanding on that. I 
saw that correspondence, Mr. Canfield, and I am quite certain that 
steps are being taken to correct that right now. 

Mr. Canrievp. I am very glad to hear that. Mr. Chairman, those 
are all the questions I have at this time. 


COAST GUARD RESPONSIBILITY FOR PROTECTION OF RESERVE FLEET 
ANCHORAGE 


Mr. Fernanpez. Admiral, would it be fair to assume, in view of 
the recommendation and the desire for this protection on the part of 
the joint committee and particularly of the Navy, that if we do not 
provide this program they would have to do so through the Navy 
itself? 

Admiral O’Neru. That is absolutely true. Mr. Fernandez. But it 
is a Coast Guard duty and function. 

Mr. Fernanvez. To a large extent it is a Navy need? 

Admiral O’Nerii. Under the Magnuson Act we have the respon- 
sibility for port security and protection against sabotage, the protec- 
tion of waterfront facilities, and that would mean ships such as Navy 
ships laid up in the Mothball Fleet—things like that. It is really a 
Coast Guard job to do that. 

Mr. Gary. The Navy would have no connection whatsoever with 
the major ports; is that it? 

Admiral O’Neriu. No, sir; not the major ports. 

Mr. Gary. As to the program at the major ports, the Navy would 
have no responsibility whatever? 

Admiral O’Neitu. No, sir. 

Mr. Gary. There might be some responsibility on them to protect 
their own ships in the event the Coast Guard did not do so, is that 
right? 

Admiral O’Neruu. Yes, sir. But, as I say, I want to point out, it 
is my understanding that Mr. Fernandez was talking about the Naval 
Fleet anchorage. 

Mr. Gary. I just wanted to bring that out, that there are really 
two different programs here. 

Mr. Fernanpez. As to that one program it would be fair to assume, 
I suppose, that the Department should do it themselves if we do not 
give you the authority to go ahead and set up the program and imple- 
ment it? 

Admiral O’Neiuu. I know of no plans that they have to carry it on. 

Mr. Fernanpez. They naturally expect that it would be carried 
on through the Coast Guard? 

Admiral O’Netu. That is correct; that is why they have come to 
us. 

(Discussion off the record.) 
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COST OF MAINTAINING PROGRAM 


Mr. Frernanvez. If the program is approved by the Congress as 
requested by you, what would be the cost of maintaining it after it 
had been provided? I see in one of the sheets that I have before me 
a schedule of the costs. I assume that gives the information. 

Admiral O’Netiu. Yes. Those are our figures on a yearly basis, 
and those are our figures included in our 1954 request. 

Mr. Gary. Pardon me, Mr. Fernandez. Suppose we put the 
schedule at the bottom of page 3 in the record at this point and also 
the schedule appearing on page 4 of the justifications titled “Detailed 
Justifications by Projects as Follows.” 

(The statements referred to follow:) 


ACQUISITION, CONSTRUCTION, AND IMPROVEMENTS, COAST GUARD 
Supplemental funds for operating expenses on an annual basis based on current 


cost are shown in the following schedule, but will not be requested until the 
vessels are available for operation. 


Schedule of cost 
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5. JUSTIFICATION 
Detailed justifications by project are as follows: 


(a) Construct 20, 95-foot WPB-type patrol boats to provide coverage 
at harbor entrances: 








PR a a ee ee) ie oe SU LP és are $179, 300 
eIOINRY .. . Se Soe eee 8k Sle Se RS es Bcc 143, 000 
SONOS ac cs each ae delcds dad. Acid 6 wt chintn chataet 6% 25, 000 
I a A 51, 700 
Oca nskbncwnoscwaneaccecaceheuebe Meeeeske 399, 000 
£ nerpent Baniinistasive.- ee cs Ct 15, 930 
CG NT NE i ta le a ik os a tc a ae 414, 930 
lie eas ce Ne ee 8, 298, 600 
(b) Construct 14, 40-foot patrol boats to extend protection of vessels: 
ic wilt iiel a ben duciimede ibn dead beebeviluaaane 31, 000 
RE TOE peg Cee OE HOMO ET LOE es LTO OL hee 13, 000 
aS 1, 850 
pO RES SS RT SLE OS TENS LSD ee ed cn Se hs a Bee 4, 250 
Cost née Dent ais ic atic nee 50, 100 
ES a aap aetie v gtircae robe Neg 3, Veligeay fs Giee utd a age 701, 400 


=———S__=_==S 
Total supplemental estimate for acquisition, construction and 
imspano Pemennts 106 ie oes ok Gee fal en Ke 9, 000, 000 


Mr. Fernanpez. At the present time you are not asking for opera- 
ting funds detailed under those schedules? 
Admiral O’Netu. No. 
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Mr. Fernanpez. But if this program is put into operation, it will 


require approximately $2.5 million to maintain and carry it out after 
it has been established? 

Admiral O’Nemu. That is correct. 

Mr. Fernanpegz. Did we not discuss these needs, if not this pro- 
gram, before this committee when the Bureau of the Budget had not 
yet approved it? It seems to me this is one of the programs that we 
discussed more or less off the record. 

Admiral O’Neritt. We may have, Mr. Fernandez. I do not recall. 

Mr. Fernanpez. That is my recollection. 

Mr. Passman. Admiral O’Neill, I do not believe any committee 
could make a trip similar to the one we made recently without gain- 
ing a high regard for the Coast Guard and the service it renders. 
We appreciate the officers and the enlisted personnel more than we 
did before we went on that trip. The trip resulted in greater admira- 
tion and respect for the Coast Guard. 

Admiral O’Neru. I appreciate what you say, Mr. Passman, and 
also what Mr. Canfield said. 

Mr. Passman. Admiral O’Neill, are these additional patrol craft 
for the purpose of improving the security in our major ports and do 
they ve a greater measure of protection for certain important areas? 
I ml ie, they also have to do with matters we have discussed 
off the record a little while ago. 

Admiral O’Neru. That is correct—for the protection of the laid-up 
fleet. That is what you refer to? 

Mr. Passman. Yes; is this supplemental to the fiscal 1952 appro- 
priation, or is it supplemental to the regular appropriation for the 
fiscal year 1953? 

Admiral O’Nertu. This would be for 1953. 

Mr. PassmaAn. This would be a part of 1953? 

Admiral O’Neitu. Yes. 

Mr. Passman. I would like to speak off the record a moment if I 
may, Mr. Chairman. 

Mr. Gary. Certainly. 

(Discussion off the record.) 


PROTECTION TO NAVY RESERVE FLEET 


Mr. Passman. In other words, this $9 million which you are request- 
ing may furnish port protection for facilities and various craft valued 
at hundreds of millions of dollars? 

Admiral O’Neriu. That is correct, Mr. Passman, because this 
phase of the program that we are discussing today touches on the 
protection for laid-up ships at the five port areas, involving ships of all 
types of the Navy—battleships, aircraft carriers, destroyers, trans- 
ports, and on down the line. 

Mr. PassMANn. I wonder if the public would not be somewhat con- 
cerned to learn that heretofore we have not had protection of this 
great investment from the standpoint of security as well as from the 
standpoint of dollars invested. I am surprised that we have not. 

Admiral O’Nertu. That could very well be, Mr. Passman. Of 
course, when we started out, as mentioned in my statement, the pro- 
gram was started out as a limited one. Some port security measures 
were deemed to be vital. It was not considered that an all-out war- 
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time program would be feasible. Somewhere between the two 
extremes lay the course that should be followed, and after many con- 
ferences with all departments and agencies concerned this present 
day port-security program was finally decided upon. Prior to that 
time, of course, we had no port security between the end of World 
War II and this period. 

Mr. Passman. Giving further thought to the chairman’s question 
with respect to the patrol boats and their function, do you propose 
to take these small patrol boats and put crews on them; you could 
not put the three crews on two boats? 

Admiral O’Nettu. No; we could not put two crews on one boat. 


EXPERIENCE WITH SNEAK ATTACK 


Mr. James. Admiral, with respect to item No. 3, the limited 
program to prevent so far as practicable the importation of atomic 
and other weapons into major port areas, I notice in this statement 
on page 4 you said: 

The second and by far the most important is that experience has shown that 


our protection against clandestine importation of atomic and other weapons 
into major port areas is defective in that it provides almost no safeguard against 


a sneak attack. 

Since you mention “experience” in your statement, would that 
indicate that there have been instances where there was near disaster 
or near damage from some attempt to bring in atomic and other 
weapons in areas where we have concentrated a fleet of ships, put 
them in moth balls, or is that just a reflection of something that 
could happen? 

Admiral O’Neriu. Well, there is no experience; there have been no 
occasions, of course, where anything like that has happened. What 
l referred to there was the fact that in order to give adequate protection 
against that under this program what we have been doing was to have 
just one boat patrolling at the entrance of the port, and in order to 
supplement the program we have contacted the Pilots Association. 
That is what I have mentioned here—in order that they would be on 
the alert for any suspicious vessels or anything like that, just to bring 
them into the picture as one organization that might conceivably be 
of some help to us in that respect. 

Also the Customs people. We have contacted various intelligence 
agencies to give us information, if they should have anything, regard- 
ing any ship that might be coming to this country that could be con- 
sidered as very highly suspicious. Those are the many little safe- 
guards that we have set up to insure that we have as much informa- 
tion as possible. It does leave that one gate open, of a ship coming in, 
sneaking in, without picking up a pilot in any one of the ports, and 
naturally we are concerned that we know what we can about that, 
with just one vessel at the entrance whose sole job was to check up on 
every ship that came in. 

Mr. James. But there actually has been no experience of near 
disaster? 

Admiral O’Nettu. No. 

Mr. James. We understood from what we saw of you fellows and 
from the customs boats and the crews in New York as they went 
aboard vessels that you were pretty thorough people, and when a ship 
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comes in they go over most everything, looking for contraband or 
narcotics, and that they were pretty well trained to pick up anything 
that was unusual and extraordinary on any ship that was arriving, 
so that they are a part of your cooperative group in trying to deter- 
mine whether or not a ship is actually bringing in something that 
might be used to cause sabotage damage. 

Admiral O’Netmu. Yes. We work very closely, Mr. James, with 
customs on that end to search these ships. We assist them. Of 
course, that has been done ever since this program was initiated. 


WATER PATROL PROTECTION AGAINST ATTACK 


Mr. James. On this question of possible sneak attack, I want to 
get a sort of over-all port picture. The Philadelphia Navy Yard, as 
you know, has a great many ships in mothballs. That is where a 
rather big fleet has been kept—the Philadelphia Navy Yard. That 
navy yard is pretty well up the Delaware River, and the only con- 
ceivable attack on it would have to be from the air. What do you 
do in patroling by water to see that a sneak attack is not made by 
water on the ships based at the navy yard? 

Admiral O’Nemu. Under this program there would be a patrol at 
the entrance to the Delaware 

Mr. James. Cape May, some 180 miles away? 

Admiral O’Netiu. All the way down the river. That would be by 
surface vessels. 

Mr. James. Only? 

Admiral O’Neitt. Yes—not aircraft. 

Mr. James. It just makes me wonder whether or not, with the tre- 
mendous amount and the extremely valuable facilities which the Navy 
has lying around in these various places, if the Navy is actually 
neglecting what would seem to be their obvious duty in protecting 
their own property. 

Admiral O’Netiu. Well, of course, in cases like the Philadelphia 
Navy Yard—I do not know how many of these 40-foot boats are 
assigned, but we do have 40-foot boats in the Philadelphia area. I 
believe there are some 15 of those boats assigned to Philadelphia, Pa. 
They would patrol, for example, around the water front and the piers 
of the Philadelphia Navy Yard, the same as other water-front facilities 
and piers. 

Mr. James. Just to harken back to my previous thought, that the 
little 40-foot boats that you have, if a very formidable ship came in, 
would most certainly be inadequate to do anything whatsoever. 
Maybe that would be the Navy’s job. 

Admiral O’Nertu. Yes. If it were a large boat—it would have to 
be stopped with a heavy warship or something like that. 

Mr. James. There are two or three ways by which a sneak attack 
might be made. One of them would be a very small ship landing on 
the coast of New Jersey or somewhere with a few men, as was done 
at the beginning of the last war and they were caught by your men, 
and another would be by some ship that would have to fight its way 
right through. 

Admiral O’Nettu. In the case of the heavily armed ship, of course, 
we would call upon the Navy and the Air Force. 
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Mr. James. That just makes one wonder whether the Navy and 
the Air Force and the naval facilities are not a lot more important. 
Of course, I do not mean to minimize the Coast Guard. My contacts 
with the Coast Guard have reinforced my opinion of the Coast Guard, 
but I am just wondering even with the best facilities you have whether 
the Coast Guard’s job is to protect all of the billions of dollars we 
have invested in laid-up battleships and naval facilities. 

Admiral O’Netiu. Of course, this refers primarily, Mr. James, to 
the sneak attacks of sabotage and attempts to carry out attacks of 
that kind. An attack by an armored ship, a man-of-war, or an attack 
by a fleet comes under the Department of Defense, and that, you 
might say, is a different type of attack from what we are considering, 
and the Air Force and the Defense Department would come into that 
picture. 

Mr. James. That would be true. 


IDENTIFICATION OF SMALLER CRAFT 


Admiral O’Nertu. As well as the Army and the Navy and everyone 
else. This is designed primarily to prevent merchant ships, fishing 
boats and boats of that nature that might come in under the guise of 
an innocent craft of some kind from sneaking in and doing considerable 
damage to the port. 

Mr. Gary. This would relate also to some little vessel coming into 
port loaded with an atomic bomb or an explosive or that type. 

Admiral O’Neruu. Yes. 

Mr. Gary. To deliver an explosive that might do terrific damage to 
the port and vessels in the harbor. This is to check up on any sus- 
picious-looking vessel that might be coming into port. 

Admiral O’Neriu. That is correct. There are so many ships that 
enter a harbor, particularly these 10 port areas, that a boat out on 
patrol will be able to identify them, and sometimes they have to stop 
them and go aboard to find out what the possibilities are. 

Mr. James. In other words, the program you are setting up really 
is the first line of prevention rather than a line of defense? 

Admiral O’Neiitu. Yes. That is the principal purpose. 

Mr. Gary. And, Admiral, if you were to see some war vessel coming 
- por would immediately communicate with the Department of 

efense? 

Admiral O’Netiu. Very definitely. They already have been alerted 
to that fact. And when we meet any problem where our boats cannot 
handle it, we will immediately notify them and ask for assistance; 
they have been notified on that. 


SCREENING OF MERCHANT SEAMEN 


Mr. James. This is a small thing, but behind it there may be some- 
thing bigger. If your statement concerning screening of these seamen 
to prevent seamen who have not been screened from sailing on any 
vessel, oceangoing vessel—you read that as 1,000 gross tons; you 
meant 100? 
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Admiral O’Nertu. Yes. That was my mistake—100 gross tons. 

Mr. James. One hundred tons. 

Admiral O’Neiiu. Because those are the only vessels—100 gross 
tons—that we have authority over under the law, to require docu- 
mentation. 

Mr. Jamus. Should that be just 100-gross-ton vessels? Some- 
one who wanted to do some ugly work might be attached to a 100-ton 
vessel. 

Admiral O’Netiu. But these are the small ships, Mr. James, and 
this program would be almost impossible to carry out on ships of that 
kind. An example, of course, is on the western rivers* We have a 
screening program there. It is a port security card system that we 
use on those boats, because they are not required to carry certificated 
officer and crew members, but in order to provide for a measure of 
protection out there, we screen them the same as we do the water- 
front workers. 

Mr. James. If enough subversize people got together and got 
themselves on a vessel under 100 tons gross and plied out of some 
port up North to some place a little farther down, they might be able 
to do as much harm as any other vessel. 

Admiral O’Neruu. If they did that, we would catch them coming 
into port. 

Mr. James. Thank you very much. 


MINE WARFARE TRAINING 


Mr. Steminski. Admiral, I am gratified with what I have learned 
of the Coast Guard since I have been on this committee; it is vital to 
carry out this program. I trust the funds requested are sufficient 
to do the job. 

I have two things in mind, specifically. The first concerns Coast 
Guard training in mine warfare: detecting, laying and neutralizing 
mine fields. Do you have any such program? 

Admiral O’Neitit. Not to my knowledge, Mr. Sieminski. I am 
informed that we had five officers during World War II who had 
mine-laying experience. 

Mr. Sreminski. I wonder why the Navy used “graveyard’’ officers 
in mine warfare? That was before World War II and during it, I 
understand. By “graveyard” I mean an officer was considered 
finished when assigned to a mine warfare outfit. Our Navy was 
certainly caught by surprise when it discovered some 3,400 Russian- 
made mines sown at Wonson Harbor in North Korea in October 1950, 
just before the Tenth Corps made its swing around the peninsula. I 
trust this near catastrophe alerted the Navy to the importance of 
this type of activity, and that it will make mine warfare training an 
integral part of every officer’s experience. 


SECURITY FOR INLAND WATERS 


Now, Admiral, is it not possible that boats can be destroyed or 
sabotaged in inland waterways; and that maybe there should be some 
patroling as far back as 3 miles inland? Do you have anything to do 
particularly with patroling or making secure inland waterways and 
areas, say, behind navy yards, as well in front of them? 
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Admiral O’Netitut. You mean behind the navy yards inland? 
Mr. Sreminsxi. Yes; inland—say 3 miles inland from Norfolk 
Navy Yard—inland as well as off shore. 

Admiral O’Netuu. Of course, we have a certain amount of patrol- 
ing for several types of Coast Guard activities, the navigable waters 
of the United States—the inland rivers, the bays, sounds, and places 
like that. But normally those boats are engaged in work such as 
aids to navigation, law enforcement programs. 

Mr. Sreminskr. Now let me go off the record for a moment. 

(Discussion off the record.) 

Mr. Sreminski. What I am concerned about here is inland se- 
curity as well as off-shore security and the correction of the previous 
attitude of the Navy toward mine-laying and mine-detection officers 
and activities. 

I join the other gentlemen, Admiral, to commend you and your 
staff for the type program for which you seek appropriations. 





INTELLIGENCE SOURCES 


Mr. CanrFietp. Admiral, is it not true that from time to time you 
get information from various world sources pointing suspicion to 
persons and things aboard ships coming into harbors requiring search 
on your part? 

Admiral O’Netiu. No; not so far as I know, Mr. Canfield, on 
persons or things. We are notified when ships leave a certain port. 

Mr. Canrieip. Let me illustrate what I have in mind. I recall on 
my recent trip to Panama your Coast Guard representative there 
was informed of certain alleged Communists who were coming in on 
certain vessels and that required certain activity on his part, which 
I assume was a part of Coast Guard intelligence which you have down 
there. 

Admiral O’Nettu. We get that information from other intelligence 
agencies, other sources. 

Mr. Canrrevp. But the fact is that you do get it. 

Admiral O’Nettu. So far as | know—of course, we have asked them; 
as I have said, we have asked all of these agencies to inform us at 
any time they may have information that we should have in connection 
with our port security work. They have informed us in regard to 
ships sailing from certain areas that should be carefully examined. 
As far as any materials aboard are concerned, I do not recall that they 
have ever given us anything like that. And I do not think we have 
had information as far as persons are concerned—that might well be, 
but we merely pass that information along to immigration and to 
customs. 

Mr. CanFievp. It is far better to search these ships away from the 
harbor rather than in the harbor. 

Admiral O’Netiu. Yes. That is true. 

Mr. CanrieLp. And that is one of the thoughts that the Coast 
Guard had in the security program? 

Admiral O’Netmu. Yes. To see that the ships are unloaded in an 
area far removed from any place that could be heavily damaged. 

Mr. Canrigevp. I want to say this in conclusion, Admiral, based on 
my Own experience in our ports and discussions that I have had with 
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the Coast Guard, the customs authorities, the men employed in the 
ports, and the newspapermen who have studied this problem, that I 
believe your request presented today is a very fair one. I have ob- 
served that whenever Secretary Lovett and General Bradley address 
themselves to the subject of the defense of our country, they usually 
mention the possibility of a sneak attack on our ports and harbors, 


EXPLOSIVES CONTROL PROGRAM 


Mr. PassmMan. Admiral O’Neill, I am sure you remember the Texas 
City catastrophe of several years ago. 

Admiral O’Neruu. Yes. 

Mr. PassmMan. Had the port security program been in existence at 
that time, could you have prevented that catastrophe? 

Admiral O’Neitu. In that particular case, | am not sure, Mr. Pass- 
man, that that would have prevented the disaster, because at that time 
very little was known about ammonium nitrate. It was classed as an 
oxidizing agent, not as a class A explosive. It probably would have 
helped in that we would have been there to enforce certain safety 
regulations, such as better fire watches and watches on the crews to 
see that there was no smoking and the enforcement of regulations of 
that sort. 

Mr. PassmMan. That is what I had reference to. Of course, you 
could not have questioned it as cargo. That is one part of the Coast 
Guard’s responsibility—the question of unloading certain cargo. 

Admiral O’Nemu. Yes. If it is a dangerous cargo and classified 
as such, we require them to unload it in certain areas only. 

Mr. PassmMan. You would have had better security if this program 
had been in full force at that time, with the possibility the catastrophe 
could have been prevented. 

Admiral O’Netuu. That is true. 

Mr. Gary. However, you have had an explosives program for 
some time. 

Admiral O’Netiu. It was disestablished for all practical purposes 
at the end of World War II, Mr. Chairman; so we just made spot 
checks on areas, explosives loading areas, and from the end of World 
War II until this port-security program we have today we did not 
have crews of men that we could send to all areas and supervise the 
loading and unloading at all ports. 

Mr. Gary. Have you not had charge of the regulations as to the 
handling of explosives for some time? 

Admiral O’Neriu. Yes. The regulations were self-implementing, 
issued by ourselves as well as the regulations issued by the Interstate 
Commerce Commission, but we had no force to actually put them into 
effect. It was just a hit-or-miss proposition, because we had just a few 
men throughout the whole United States which we sent down to areas 
where we made spot checks to see if the shippers, the stevedores, and 
the people concerned with the loading were observing the regulations. 

Mr. Gary. Now it is being done under port security? 

Admiral O’Nerii. At the explosives-loading areas we are actually 
supervising it. There are about eight or nine areas in the United 
States where class A explosives can be handled, and we have crews to 
supervise, and at other places we permit the loading and unloading of 
ammonium nitrate materials under certain restrictions. We usually 
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send one or two officers and men there to make sure that they unload 
at places remote from populous centers and to see that the regulations 
are enforced. At Charleston, in fact, we are doing that now for cal- 
cium ammonium nitrate. 


REHABILITATION OF ICE BREAKERS 


Mr. Gary. What is the status of your program for rehabilitatin 
the ice breakers that we recently got back from Russia, Admira 
O’ Neill? 

Admiral O’Neriu. On that program, Mr. Chairman, as you know, 
there were two ice breakers, of which one was returned to the Navy, 
the old Northwind, now the Staten Island, and the Westwind, the 
one retained by the Coast Guard. We asked for money based on the 
amount that it cost the Navy to recondition the Atka for rehabilitat- 
ing that ship. That program was disapproved by the Bureau of the 
Budget. We have a letter from them which states that it is approved 
ee we can do the work with funds saved or by funds obtained 

y changing our operating priorities and we felt that with the savings 
we had from the one hundred and twenty 40-foot building program 
which has been completed we could put this ship in operating condi- 
tion and use her in connection with our work, our own Coast Guard 
work, and the work we do with the Navy. 

Mr. Gary. Have you started the reconditioning? 

Admiral O’Netu. No; we have not started that. 

Mr. Gary. When will you start it? 

Admiral O’Neitu. The letter from the Bureau of the Budget, as I 
have just mentioned, stated that they approve of the financing through 
the savings or by changing our priority program; they approve it pro- 
vided we get the concurrence of the Appropriations Committee to 
finance it in that way. 

Mr. Gary. And you have not yet requested that? 

Admiral O’Netiu. We have not requested it; no. 

Mr. Gary. What is it going to cost to fix up the ice breaker? 

Admiral O’Nertu. Our figure, I think, was $800,000 to put her in 
condition, to fix her up so she would be livable. We could not do 
everything. Our request to the Bureau of the Budget was based on 
the Navy’s cost of repairing the Atka. But I am not sure whether 
they provided for putting in cargo space. But this $800,000 amount 
would make her livable. It would put her in fair operating condition 
so we could use her. She would be habitable and livable. Of course, 
it might not do everything, that should be done, but at least she would 
be in fair operating condition with that amount of money. 

Mr. Gary. I notice, for example, as of April 30, 1952, you have in 
your unobligated funds in the 40-foot boat program $1,444,000 and in 
your unallotted item, $797,000. Is it contemplated that you will 
request authority to use the $797,000 for the purpose of restoring the 
ice breaker? 

Admiral O’Nemu. I think that is part of the 40-feet building 
program, the $797,000 figure. 

Mr. Gary. And you contemplate using that for the ice breaker? 

Admiral O’Netuu. Yes; the Westwind. 

Mr. Gary. In compliance with instructions and recommendations 
from the Bureau of the Budget? 

Admiral O’Netu. Yes. 
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Mr. Gary. Therefore that amount you referred to would not apply 
to the 40-foot boat program that you are requesting now? 

Admiral O’Netu. That is the saving on’ the original 120 40-foot 
program which has been completed. 

Mr. Gary. And you contemplate using that for the Westwind? 

Admiral O’Nettu. Yes; with the concurrence of the committee. 


OVERSEAS CONSTRUCTION PROGRAM 


Mr. Gary. Admiral, it has been my privilege to visit the vast 
majority of the Coast Guard installations. In our recent Pacific trip 
I covered most of the Pacific installations. I had previously visited 
most of the districts in the United States, and I want to join with other 
members of this committee in saying that the more I visit the Coast 
Guard operations the greater respect I have for the personnel—that 
means the officer personnel as well as the enlisted men—lI think the 
organization is exceptionally well run. You are operating with great 
efficiency and also with great economy, and I am particularly pleased 
with the attitude of the Coast Guard so far as economy is concerned. 
However, there were several things that came to light during our 
recent trip that we shall take up next year, and I hope the Coast 
Guard will be prepared, to go into them. Particularly I was impressed 
by the fact that some of the loran stations, all of which are located 
at isolated points on beaches, near the water, where there is great 
humidity in the air—a number of them are of temporary construction, 
—_ as metal Quonset huts which are corroding, and rusting very 

adly. 

I think the upkeep on some of those buildings is going to be un- 
reasonably high, because of the type of material. It seems to me that 
if those om installations are going to be permanent locations— 
it is about time now that that question is being determined—that more 
permanent structures should be built to house them. You have very 
expensive equipment in those operations. In a great many instances 
they are very poorly housed with temporary housing. Then, even in 
some of your more permanent construction the rusting of various 
window facings is very noticeable, which raises a question as to whether 
your engineering department is using proper specifications as to the 
materials which are going into even some of your permanent buildings. 

We went to one building where they had cement construction. It 
was hardly completed, and yet the window frames showed very definite 
signs of deterioration. 

I have no doubt that Admiral McElligott has made a report to you 
on this subject, because he and I both agreed that there should be a 
study of your entire building program in so far as the loran stations 
are concerned. 

Of course, we will not go into those discussions at the present time, 
but I hope that your engineers and others will be prepared to discuss 
them next year when you come up for the 1954 appropriations. 

Admiral O’Netiu. Well, I am very glad to have your comments 
and observations, Mr. Chairman. We will be prepared on that. 
We will take measures on that. 

Mr. Canrietp. Mr. Chairman, I desire to comment on your state- 
ment and its documentation. 
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I am inclined to think perhaps the Coast Guard in using Quonset 
huts and other material it has used has tried sincerely to save money 
for the taxpayers of our country. No doubt the guard will be glad 
to hear the comments in these hearings today. 

Mr. Gary. Let me say there that what I said here was to be taken 
in no sense as criticism of the program, because I can well imagine 
that loran, being a new development, caused you to hesitate at first 
in installing permanent construction. 

Admiral O’Neiiu. That is true, Mr. Chairman. 

Mr. Gary. But my statement now was in the nature of a suggestion, 
that now the time has come to really consider this program of con- 
struction for those stations. Without any criticism at all, we want 
to discuss it with you next year. You may have the answers to 
completely satisfy us, but I am just warning you we are going to ask 
a lot of questions about it next year. I hope your engineering depart- 
ment will do a little research of its own in the meantime and be 
prepared to answer these questions. 

Admiral O’Neruu. We will be. 

Mr. Canrretp. Mr. Chairman, I understood the purpose of your 
statement, and I am really glad you made it, because loran is definitely 
here to stay. I was impressed by the testimony given by our 
military leadership in the Pacific and by commercial aviators wherever 
we saw them on the extreme importance of loran to their operations. 

Admiral O’Netiu. It has been very gratifying to us, and most help- 
ful, that this committee has visited so many Coast Guard installations 
and met so many of the personnel, seen our units and where they are 
located, of every type and description that we have, and how they 
operate. 

This recent trip of the committee, which was a very rigorous one, 
on a very tight schedule, covered, as I understand it, about 31,000 
miles, and the committee visited many of our installations in the 
Pacific never before visited by Members of Congress. That was a 
great help to the morale of the men stationed there. 

The comments and observations of the committee as to the condi- 
tions observed there will be most helpful to the Coast Guard in our 
plans and activities. 

Mr. Gary. Thank you, Admiral. I will say I am sure that some of 
the installations which we visited have never been visited by Mem- 
bers of the Congress before, and I can assure you that there is one 
Member of the Congress who is not particularly anxious to visit 
several of them again. 

Thank you, gentlemen. 

Admiral O’Neiiu. Thank you, Mr. Chairman. 
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Wepnespay, May 28, 1952. 
RECONSTRUCTION FINANCE CORPORATION 


WITNESSES 


HARRY A. McDONALD, ADMINISTRATOR 

SOLIS HORWITZ, GENERAL COUNSEL 

DON 8S. BURROWS, CONTROLLER 

LELAND E. SPENCER, CHIEF, SYNTHETIC RUBBER DIVISION, 
OFFICE OF PRODUCTION 

DOUGLAS S. WILSON, CHIEF, REPORTS DIVISION, OFFICE OF THE 
CONTROLLER 

H. T. MASON, BUDGET OFFICER 


Mr. Gs ry. The committee will come to order. 

We will take up this afternoon the annual operating budget request 
for the Reconstruction Finance Corporation for the fiscal year 1953. 
This is not a request for an appropriation but rather a limitation on 
the amount the Corporation can use from its own receipts for ad- 
ministrative expenses. 

We will insert page 1 of the justifications at this point in the record. 

(The matter referred to follows:) 


Administrative expenses 








Authorization for 1952 (Public Law 253)____________- $17, 750, 000 
Pay increases, 1952 (Public Law 201) jawac bam 02,285,000 1, 185, 000 
18, 935, 000 
Deduct: Estimated savings, 1952__- ___.__.__...—1, 435, 000 —1, 435, 000 
Net estimated savings, 1952_______- ere 250, 000 
Estimated expenses, 1952__ : : ; fone eigen EE ales 17, 500, 000 
Estimated expenses, 1953__ ate G raes ; pipe 16, 3, 850, 000 
Decrease. _. SANE Faun Oe 6 50, 000 
ANALYSIS OF CHANGE IN ESTIMATES 
Estimate, 1952___- evga ok a mn _.... 17, 500, 000 
Estimated decreases: 
1. Decrease in staff assigned to new loan activity 277, 000 
2. Travel and other nonrecurring expenses in disaster loan 
program: 
Expense in 1952. _____.___- ; _ $175, 000 
Expense in 1953__________- 125, 000 
Net decrease_.- iene per hee ae 50, 000 
3. Liquidation of World War II programs 164, 000 
4. Sav ings due to reduction in annual leave (Public Law 233) _ 130, 000 
5. Savings due to reorganization_ t's ae Se ee ae 113, 000 
6. Nonrecurring cost of overtime 87, 000 
7. Decrease in purchase of automobiles and other adminis- 


trative property - 6. 40, 000 


16, 639, 000 
Estimated increases: 


8. Net inerease in administrative staff, production programs- 115, 000 

Reestablishment of fiscal services in all field loan offices__ 50, 000 
10. Increase in investigative staff ise 23, 000 
11. Cost of pay increases for 5 additional days in 1953_ : 23, 000 


Estimate, 1953 __ er I. as ree LE 16, 850, 000 


20553—52—pt. 1——-3 
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STATEMENT OF EMPLOYMENT, 1952 ANE 1953 


Mr. Gary. We will also insert in the record at this point page 5 of 
the justifications; a tabulation entitled “Statement of Employment, 
Fiscal Years 1952 and 1953.” 


(The matter referred to follows:) 


Statement of employment 
1. FISCAL YEARS 1952 AND 1953 









































| Estimated em- 
Actual employment ployment 
| July 1, | July 1,| Sept. | Dee. | Mar. |June 30, June 3, 
| 1950 | 1951 |. 1951 | 31, 1951 | 31,1952) 1952 
pee 
Washington: | 
Office of the Administrator..._.-........-| 29 21 | 22 21 19 21 21 
Office of the Secretary__..._...-- inc Sabla | 253 203 | 200 197 189 189 189 
Office of the Treasurer. - - ...--.---..----- | 23 | 20 | 20 15 15 15 15 
Office of the Genera] Counsel. canned 124 | 86 | 87 85 87 
Office of the Controller _..._---------- | 309} 230) 235| 229| 224] 218 218 
Office of the Review Committee...______- 9 | ll | ll | ll ll il ll 
Office of Loans- - Jae 197 | 154 161 146 138 138 138 
Office of Loan Agency Management oa 14 | 20 | 20 22 23 23 23 
Office of Smal! Business. -- - -_- aes | 12 | 13 13 13 12 12 12 
Office of Production....................- 1599 | 21s| 232| 20] 230| 243 243 
Office of Personnel _. --_- -- a 40 34 34 34 34 32 32 
ee rem PES ky: RETR AAS. BE Deere 
Total Washington_______.- 1,169 | 1,010} 1,035 bid 013 982 992; 92 
Field: mney aes 
Loan agencies: | } 
Operations, administration and serv- 
ices... , -| 1,854) 1,218 1,224 | 1,193 1, 091 1,110 | 1,127 
Fiscal : 585 337 370 375 368 | 375 375 
Total loan agencies. _- 2, 439 L 550 | 1, 594 1, 568 1,459 | 1,485 | 1,502 
Field auditors 61 49 | 47 45 | 45 51 51 
Field engineers and technologists (pro- | | 
duction) 11 | 16 18 | 19 | 23 | 20 | 20 
Field engineers and special examiners | | | 
(ending) 17 13 | li | ll 5a 10 | 10 | 10 
Total field. __- ‘ er 2,628 | 1, 628 | 1, 670 | 1, 643 | 1,587 | 1,566 | 1,583 
Total permanent positions - - - ; “3, 697 } 2. 638 | Q 2,705 | 2, 656 | 2, 519° | 2, 558 mz 575 
Part-time and temporary... _.---- pei tehaaah tine 25 52 | 42 | 35 | 40 | 20 
ne a ...-.-..| 3,607 | 2,663 | 2,787 | 2, 698 | 2,554 | 2,598 | 2,595 


| 
i 
' 


2. FISCAL YEARS 1935 THROUGH 1951 


June 30, 1935 ‘ P ‘ . 468 | June 30, 1944 SNR a .. 8,433 
June 30, 1936 ‘. whack _ Dictate B. OF) > | | Sr tes ee ee | 
June 30, 1937..........-- 2 873 SOUND Oe, BOWO Ss ia. cal scene h .- oe 
June 30, 1938 é > 3, 262 | June 30, 1947...........-.... BE bonis ska 7,711 
June 30, 1939 4, 068 | June 30, 1948 a SE Aer ee aa sscccislodke 5, 378 
June 30, 1940 - wnat ; 4, 102 | June 30, 1949._....__.__- ERE 8 
June 30, 1941_____. ae wee SS RS SR ie ere eer eee 4, 620 
rp i. ea ae ‘ " ni 5, 951 | June 30, 1951 MEL a ROP SN i os TIA ST ae Pi 2, 663 
June 30, 1943... __._- 8, 422 


Note.—Pursuant to Reorganizs — Plans No, 22 and 23, 923 employees were transferred to Housing and 
Home Finance Agency on Sept. 50. 

Mr. Gary. The emount authorized for the fiscal year 1952 was 
$17,750,000. The original request submitted for the fiscal year 1953 
was $18,500,000. This estimate has been revised and the present 
request is for $16,850,000, as set forth in House Document No. 461. 
The amount requested for 1953 is, therefore, $900,000 less than the 
1952 authorization. 

We will insert House Document No. 461 in the record at this point 
and the revised tables of funds available for obligation; obligations. 
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by program, and obligations by objects, appearing on pages 121 and 
122 of the justifications. 
(The matter referred to follows:) 


[H. Doe. No. 461, 82d Cong., 2d sess.] 


COMMUNICATION FROM THE PRESIDENT OF THE UNITED States TRANSMITTING 
A Proposep REVISION IN THE LIMITATION ON ADMINISTRATIVE EXPENSES FOR 
THE FiscaL YEAR 1953, InvoLvine a REDUCTION IN THE AMOUNT OF $1,650,- 
000, For THE RECONSTRUCTION FINANCE CORPORATION 


THe Waite Hovss, 
Washington, May 9, 1952. 
The SPEAKER OF THE House OF REPRESENTATIVES. 

Srr: I have the honor to transmit herewith for the consideration of the Congress 
a proposed revision in the limitation on administrative expenses for the fiscal year 
1953, involving a reduction in the amount of $1,650,000, for the Reconstruction 
Finance Corporation, in the form of an amendment to the budget for said fiscal 

ear. 

The details of this proposed amendment, the necessity therefor, and the reasons 
for its submission at this time are set forth in the attached letter from the Director 
of the Bureau of the Budget, with whose comments and observations thereon 
I concur. 

Respectfully yours, 
Harry §. TrRouMAN, 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., May 9, 1952. 
The PRESIDENT, 
The White House. 


Sir: I have the honor to submit herewith for your consideration a proposed 
revision in the limitation on administrative expenses for the fiscal year 1953, 
involving a reduction in the amount of $1,650,000, for the Reconstruction Finance 
Corporation, in the form of an amendment to the budget for said fiscal year, as 
follows: 


Independent offices—Reconstruction Finance Corporation 








| 


| 
Budget | ep | Original : | om 
page | Heading | estimate Change to— Decrease 
193 | Limitation on expenses.....................-...-.-| $18,500,000 | $16,850,000 | - $1,650,000 


This proposed revision in the limitation on administrative expenses results 
from changes since the budget was originally submitted in the estimated number 
of business loans to be approved and serviced, and in the quantity of synthetic 
rubber to be produced. 

At the time the budget was transmitted to the Congress, it was anticipated 
that by early spring there would be a substantial increase in the number of busi- 
ness loans. Since the expected increase has not materialized, it is now estimated 
that the business loans to be approved and serviced during fiscal year 1953 will 
be 1,500 and 5,700, respectively, instead of 2,600 and 6,040. 

The production of synthetic rubber is expected to decrease from 950,000 to 
765,000 long tons. This decrease in synthetic-rubber production is attributable 
to a greater quantity of natural rubber for industrial .purposes because of the 
improved position of the stockpile, and a substantial decrease in the price of 
natural rubber. 

I recommend that the foregoing proposed revision be transmitted to the 
Congress. 

Respectfully yours, 
F. J. Lawton, 
Director of the Bureau of the Budget. 
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LIMITATION ON EXPENSES 


Amounts available for administrative expenses 








Limitation or estimate.__.__ 
Transferred to Housing and Home Finance “Agency: 


Unexpended balance, estimated savings....................._| 


Administrative expenses not under limitation: 


Pursuant to Reorganization Plan No. 22 
Pursuant to Reorganization Plan No. 23 


Tetal, available for obligation___ 


Total, administrative expenses under limitation. 


-se----| 


saabnedil ccxspeaial | —4, 512,800 











Reimbursements for services pumped for other Govern- | 


ment agencies __ 
Foreign expense and legal. 


Grand total, administrative expenses 


fees_. 





1951 actual 1952 estimate | 1953 estimate 
.| $26,000,000 | $17, 750,000 } $16, 850, 000 
sf ee SRR 

| 21,337,200 | 17,750,000 | 16, 850, 000 
—2) 097, 798 St Re lee 

19, 239,402 | 17,500,000 | 16, 850, 000 
ile 361, 726  » em ete 
| B14 187 000 430, 000 
| 20,115,315 | 17,975,000} 17,280, 000 











Administrative expenses by programs 





1951 actual | 1952 seis’ 1953 estimate 





PPrerE 


Pad 


Lending 


Producti n and sale of tin_- 
Production and sale of fiber 


Liquidation of other World War II assets and liabilities___- 


Production and sale of sy nthetic rubber___- 


Total, program expenses - - ~ 
Administrative expenses distributed to capital accounts. _- 
Adjustment for prior years’ administrative expenses 


Grand total, administrative expenses 


Liquidation of assets of Smaller War Plants Corporation_ _-| 


Wa et | $15, 249, 884 











$13, 730,000 | $13, 205, 000 

1,820,931 | 2500, 000 2, 600, 000 

463, 324 535, 000 510, 000 

111, 598 180,000 200, 000 

210, 859 65, 35, 000 

1, 044, 149 705, 000 555, 000 

_| 18, 900, 745 17,715,000 | 17, 105, 000 

"| “1195; 191 260, 000 175, 000 
POISE sas i 

| 20, 115, 315 | 17,975,000 | 17, 280, 000 








pe ee 








~ 


oO 
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Aecrued administrative expenditures by objects 






































1951 actual | 1952 estimate | 1953 estimate 
* Total number of permament positions -------.--.--.-- ahi ia ibis 3, 800 2.785 | 2,610 
4 Full-time equivalent of all other positions. ___..............--- 2 40 | 35 
¢ Average number of all employees. -..-............--.----.------ 252 | 2, 650 | 2, 595 
, —- 
; Average salaries and grades: 
General schedule grades: | 
pee | TORR OE Fee Lae Re meLOmEy p Mira ree eat $4, 989 $5, 526 | $5, 447 
Best apne NN MRED SE A Nan a LA ih eM AN GS-7.1 | GS-77 | GS-7.7 
Crafts, protective, and ‘custodial grades: | j 
Oe RE IGE LINE Sen ET NS Pee ae $2, 623 | $3, 181 $3, 184 
pee > RR REE ARNE GS RRR SE CPC-3.2 | CPC-4.3 | CPC-3.3 
Ungraded positions: Average salary_....--...-...-.------- $3, 339 | $3, 534 | 8. 534 
61 Personal services: | | 
PIIRINNNE ONTO iia ks oi Se oie is hinclebicw cakes $16,121,130 | $14,310,000 | $13,912,000 
Part-time and temporary positions_._..-..........---- 6, 685 240, 000 | 225, 000 
Regular pay in excess of 52-week base_-.--.-.-..------ RTS s fades 53, 000 | 53, 000 
Payment above basic rates._.........-.-...-------.-.- | 77, 787 | 92,000 | 5, 000 
Excess of annual leave earned over leave taken. __-- _- - 163, 169 175, 000 | 170, 000 
Total, personal services. -. angen Gog TH 14, 870, 000 14, 365, 000 
Deduct portion not subject to limitation... __.._- as 231, 943 | 80, 000 65, 000 
PEE NO CURTIS on panes snnenccgamndees cnneass 16, 136, 828 | 14, 790, 000 x 4, 300, 000 
2 Travel.- Salta asides Wiles taalal alate = av eoaeda “A 354, 901 425,000 | 400, 000 
03 Transport ation of things. Fe ihn Ate thks eae hie iw cl 42, 361 40,000 | 40, 000 
04 Communication services..............--....----------.-- | 312, 531 | 290, 000 | 280, 000 
05 Rents and utility services............--- ren ee ae 1, 352, 575 1, 125, 000 | 1, 065, 000 
06 . Printing and reproduction .____.......-.------- 3 38, 438 75, 000 70, 000 
07 Other contractual services: | 
Fees for other professional services - - --- ~~. - ae 107, 125 75,000 | 75, 000 
General Accounting Office audit expense _____- 170, 482 190, 000 | 200, 000 
Services performed by other agencies___- --- _- | 34, 058 | 30,000 | 25, 000 
Other contractual services... .....-.-..-- 271, 889 170, 000 150, 000 
08 Supplies and materials... ...........----.----. 108, 172 125, 000 120, 000 
09 Equipment. Ra * 306, 646 150, 000 | 110, 000 
15 Taxes and assessments. wiak patente aia a as «Sa als 2, 396 10,000 | 10, 000 
Unvouchered . si aim auie ai eal es ec Uae hs ibaa SER «66 nd 1, 000 5, 000 5, 000 
Total, accrued administrative expenditures under 
FT AIT aes DE es OA AP PO A 8 Daca 19, 239, 402 17, 500, 000 16, 850, 000 
Mr. Gary. The committee is pleased to welcome Mr. Harry A. 


McDonald, the new Administrator, today. 

Mr. McDonald, we congratulate you upon your appointment to 
this very important office and we will be delighted to hear from you 
at this time. 

GENERAL STATEMENT 


Mr. McDonaup. Mr. Chairman and members of the committee, I 
might make a very brief statement prior to my prepared statement. 
I think it has just been 90 days now since I have been sworn in as 
Administrator. You and your committee go over a great many 
budget activities, and I think you have a pretty good idea of the 
scope of the activities of this agency. 

For me to come here and pose as an expert on everything we might 
have done during the past year, or propose-to do, would be rather 
presumptuous. I have people with me here today who are excep- 
tionally well informed. I must say that it is a very active assignment 
and | am doing as much as an individual could be expected to do to 
familiarize himself with the problems of the agency which are rather 
large in proportion. 
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I do have a fairly good working knowledge of what the agency is 
attempting to do. ' 

I have appeared before other appropriations committees during my 
tenure as Chairman of the Securities and Exchange Commission. I 
know what you would like to do, and I would like to have you know 
what we would like to do—we would like to cooperate in every way 
possible. We are not inclined, either basically or otherwise, to 
expend Government funds unless it is appropriate and can be sub- 
stantiated by the work that is done. I find in the RFC a very good 
spirit. There are some changing sentiments about whether or not 
the work of the RFC is justified, but of course we are not here to 
debate that this afternoon. 

We are doing all that we can—and I would like to make this clear 
to the committee—with the cooperation of a very marvelous staff 
who in themselves are cooperative and want to do the best they can. 
We are doing what we can to warrant or justify the use of the funds 
that are appropriated by you, or if you do not want to use the word 
“appropriated,” the limitation of funds which we earn that we may 
use. 

I have a very short formal statement. Would you like for me to 
read it? 

Mr. Gary. Yes. 

Mr. McDonatp. Mr. Chairman, members of the committee, it is 
a pleasure to appear before you to present the program of the Recon- 
struction Finance Corporation for the fiscal year 1953. 


LENDING PROGRAMS 


I am sure you gentlemen are well acquainted with the functions of 
RFC and with its history, so I will confine my remarks to a brief dis- 
cussion of our current activity. During the past year we have had a 
program of controlled lending. All of the business loans being made 
today are directly connected with the defense effort or are made to 
support businesses providing essential civilian goods. In addition to 
the business loans made under section 4 (a) of our act, we are making 
loans in support of defense activities under section 302 of the Defense 
Production Act. These loans are made for the acquisition of plants 
and equipment when a certificate of essentiality is received from the 
Defense Production Administration, the Defense Materials Procure- 
ment Administration, or the Department of Agriculture. This 
authority is also used to make working capital loans to companies 
having defense contracts. Many of these Defense Production loans 
are quite large. We have, for example, a loan of $57 million for the 
development of copper ore deposits in Michigan. That loan has been 
made. We have also spent a substantial amount of time screening 
applications for other loans of substantial amounts where eventually 
a certificate of essentiality was denied. The processing of applica- 
tions for section 302 loans is now a substantial part of RFC’s activity. 

In addition to loans under section 302 we are making loans to small 
business under section 714 of the Defense Production Act. While 
RFC’s lending function has always been primarily to small business, 
loans under section 714 can be made under somewhat less stringent 
credit requirements than under the regular RFC authority. Through 
April 1952, 183 loan authorizations for $250,365,000 have been made 
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under section 302 and 25 loan authorizations for $1,600,000 have been 
made under section 714. 

Under the controlled lending policy now in effect, our loan volume 
is considerably lower numerically than it has been in the past few 
years. I expect that it will remain at a point lower than previous 
volumes, barring an economic upbeaval not now foreseen. On the 
other hand, as our defense efforts deepen and as further adjustments 
to the current level of defense spending take place within the economy, 
it is certain that the demand upon RFC for essential credit will in- 
crease. In order to speed the handling of loan requests, authority 
to approve certain RFC loans has been redelegated recently to the 
managers of the Corporation’s loan agencies. Direct loans up to 
$50,000 and deferred participations in bank loans up to $100,000 may 
be approved in the field under this delegated authority, subject to 
the concurrence of the Washington office in the public interest features 
of the loan. . 

In revising our budget estimates, we reduced our forecast of loans 
from 2,600 on the fiscal year 1953 to 1,500. This compares with 2,700 
loans made in fiscal year 1951. We have adjusted the lending seg- 
ment of our organization to this volume and should a volume substan- 
tially greater than this occur, further expansion to our staff would be 
absolutely essential. 

We are also making loans for the relief and rehabilitation of disaster 
victims. By its very nature, it is impossible to predict activity in a 
program of this type. However, it is our policy, whenever called upon 
to provide disaster relief in the.form of loans, to absorb within our 
regular lending programs as much of the expense as possible. Even 
so, there are apt to be some occasions when the size of a disaster makes 
it impossible to absorb all of the extraordinary costs arising out of 
increased travel, the hiring of temporary clerical employees, and the 
rental of temporary office space. 

During the past year the Nation has been plagued by a number of 
disasters. Last July, there was the unprecedented flood along the 
Missouri River. Then there was the tornado which hit Arkansas 
and Tennessee. More recently, there have been the floods along the 
Missouri and Mississippi Rivers and their tributaries. 

Some figures on RFC’s disaster loan program in connection with the 
floods of last July will illustrate the extent of activity under the disaster 
loan program. More than 14,000 interviews were held with victims 
of that one flood. Over 3,000 sets of application forms were given out, 
and about 2,700 of these have been returned. Although the flood oc- 
curred last July, applications from that area are still being received. 
About three-fourths of the loans went to individuals for the purpose of 
rehabilitating damaged homes or for the purchase of new dwellings. 


RUBBER PROGRAM 


During the current year we reached the peak production rate of 
general-purpose synthetic rubber. Owing to the slackening of demand 
and the greater availability of natural rubber, we are now in the 
process of gradually cutting this production back in consonance with 
demand, This cut-back will involve in the course of fiscal year 1953, 
the elimination of aleohol-produced butadiene, with a consequent sub- 
stantial reduction in our costs. One or more copolymer plants will 
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be placed in stand-by. During the course of the year we raised the 
price of synthetic rubber from 24; to 26 cents a pound to reflect the 
higher cost of alcohol butadiene coming into production. When we 
were able to cut back the use of alcohol butadiene, we reduced the 
price to its current level of 23 cents a pound. We are continuing to 
produce synthetic rubber at less than the price of natural rubber. 
During the year we will have the continuing problem of improving 
efficiencies in our plants and of making adjustments necessary to 
meet the market demand. Research in synthetic rubber is continuing 
with promising results. It now appears that a much greater use will 
be made of so-called oil-extended master batches. The use of master 
batches permits a greater production of rubber at a lower cost. 


TIN PROGRAM 


I believe you were told last year of the difficulties of securing an 
adequate supply of tin metal at a reasonable cost. We are now re- 
ceiving adequate supplies of tin metal. 

I would like to insert into the record at this point a memorandum 
that I have today which is very interesting, from Mr. Shannon, who 
is looking after the tin program, and I am going to read it at this point. 


RFC resumed the purchase of tin metal on January 22, 1952, and to date has 
made purchases of tin metal, calling for delivery during 1952, of a minimum 51,000 
tons and a Maximum of 54,000 tons. Our present contracts with the Indonesian 
and Belgian Congo producers will provide for deliveries of tin metal to the United 
States of a minimum of 15,000 tons and a maximum of 19,000 tons annually and 
will continue at this rate until March 1, 1954. 

Our current purchases of tin in concentrates for 1952 to date are approximately 
23,000 tons of contained tin. Approximately 13,000 tons of this quantity were 
obtained in recent purchases of Bolivian ores stored in the ocean ports in Peru and 
Chile. There have been no recent negotiations for purchases of current or future 
Bolivian production pending clarification of the governmental status. 

The present Indonesian and Belgian Congo contracts combined provide tin 
concentrates at the rate of approximately 10,000 tons of contained tin annually 
until March 1, 1954. 

Spot purchases of tin concentrates will continue in Thailand, Portugal and 
Mexico. 

The recent concentrate purchases will permit resumption of full scale production 
at the smelter (2,500 to 3,000 tons of tin metal per month) by the latter part of 
July and continue throughout the balance of 1952. 

Purchases of tin metal and tin in concentrates during 1952 approximate 74,000 
to 77,000 tons to date. 

Consumption of primary tin in the United States is presently about 60,000 
tons per year. 


We still have before us, however, the difficult problem of arriving 
at a satisfactory contract for tin ores with the Bolivians. It is my 


hope that this situation will be greatly clarified within the immediate 
future. 


ABACA FIBER PROGRAM 


We are continuing our program of exploration and development 
leading toward the expansion of abac4 production in Central and South 
America to 50,000 acres. This program is proceeding somewhat 
slower than originally planned because of the necessity of being ab- 
solutely sure of getting the best possible acreage and operating and 
financial arrangements before proceeding with our investment. This 
program will be fully under way during the next fiscal year. 








_ 


—_— —_ * me 


-— Ww Oe & & 


ed ee ek | 


-_ — =— —_ | id ae oS 


v's 


39 


The liquidation of the World War II assets assigned to RFC is at 
this stage necessarily proceeding slowly. We have now reached the 
point where the assets and liabilities remaining are not easily dis- 
posable, either because of long-term arrangements such as leases, or 
because of protracted litigation. We now have for disposition assets 
amounting to $76.0 million. By June 30, 1953, this will be reduced 
to $56.9 million. 

The operations of RFC continue to return a net profit to the 
Treasury. In the last fiscal year we declared a dividend of $16 
million to the Treasury as a result of our lending operations. Pro- 
ceeds from the operating programs and from the liquidation of assets 
to the Treasury were $75 million. This year will show a similarly 
profitable operation. . 


ADMINISTRATIVE EXPENSES 


As you gentlemen know, administrative expenses of the Corporation 
are paid out of income, rather than from appropriated funds. We 
had originally submitted to your committee a proposed limitation on 
these expenses of $18.5 million. You have recently received an 
amended limitation reducing this to $16,850,000. This amendment 
represents a reduction of $1,650,000 from the original estimates and 
$900,000 from the current year’s authorization. It was initiated in 
recognition of the smaller volume of new loans previously referred to, 
and because we have been able to tighten our overhead structure. 
This will be the lowest administrative expense RFC has had for 
many years and represents, in my judgment, a sound and prudent 
forecast of requirements. 

In connection with the submission of this estimate we have asked 
the committee to approve the establishment of a specific fund for the 
financing of the rubber, tin, and abacd operating programs. At the 
present time these programs are being operated from funds available 
from liquidation of wartime assets. These operating programs have 
little in common with the liquidating program. They will continue 
as substantial operations until such time as the Congress, through 
legislation, transfers them to private operation. The establishment of 
this fund provides a more orderly method of financing and budgeting 
and permits more effective control by the Congress. 

I have with me members of my staff who are available to answer 
any detailed questions with which I may not be familiar. 

Mr. Gary. Thank you very much. 


COMPARISON OF ORIGINAL AND REVISED BUDGETS, 1952 AND 1953 


We will insert at this point in the record a table which has been 
furnished the committee, since the justifications were first submitted, 
showing the comparison of original and revised budgets for the fiscal 
vears 1952 and 1953. 

(The matter referred to follows:) 
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Comparison of original and revised budgets, fiscal years 1952 and 1953 








{Dollars in thousands] 
| 1952 1953 
| Actual, | Authori- 
dent’s |amended;| dent’s | amended 
1953 May 9, 1 May 9, 
budget 952 budget 





Authorization or Tye , 000 
Transferred to HHFA~__..-..-...---._-.- DOD Ma icon ba lbs leased bh Mbochacthbaed~< bso dibelicdedcde 
Proposed supplemental due to pay in- 

creases... . im hukhiapewahelsarKin eens aaatantecans sles te SOO Tedstiscceas 


1951 | zations Presi- AS Presi- As 




















| eiaemtrans chniel SESS ated peecrsieebed Pare Ss a! oll 
Net authorization or estimate_...........- | 21, 337 17,750 18, 300 17, 750 18, 500 16, 850 
Wi iienttawetacedascdbepoiscdinltnsirss —2,008 |.........- LEE a Wig ef PER RIEy eee PEEPS OL Bam 
Total expenses under limitation.....| 19,239 | 17,750 | 18,300 17.500| 18,500| 16,850 
Total cost of pay increases included above. |.........- ECE 1, 225 1, 185 | x 1,175 
Program costs: | | easy 
RES! one pee wer ed ae ae 15, 250 | 14, 130 13, 960 13, 730 14, 100 13, 205 
ae ere --- Seep fhe Spree he 1, 821 2, 500 2, 865 2, 500 3,140 2, 600 
Py ATES SER ot Ly Se we A eee 463 445 550 535 550 510 
Fiber. BE TREE AS CRIES 112 135 ~ 190 180 200 200 
Liquidation Mik bcaen wh pbhwacsts 1, 255 830 855 770 660 590 
Total program expenses...........-.| 18,901 | 18,040 18, 420 17, 715 18, 650 17, 105 
Reconciliation to budget expenses (see 
p. 8 of justification) ...................-- 338 —290 —120 —215 —150 —255 





Total budget expenses under limita- | 
og Tt 5 CSREES * re 19,239 | 17,750) 18,300 | 17,500/ 18,500 16, 850 


Object class (under limitation): 
Personal services................-.-..- 16, 137 15, 075 15, 435 14, 790 15, 680 14, 300 
All other_____- 3, 102 2, 675 2, 865 2, 710 2, 820 550 
——- employment (Permanent posi- 
ETRE SIE TARTS ae ee el 3, 250 | 2,975 | 2, 735 2, 610 2, 801 2, 560 

] 


























ANALYSIS OF MAJOR PROGRAMS 


Mr. Gary. We will also insert at this point in the record the analysis 
of major programs appearing on pages 19, 26, 22, 23, 24, and 25 of the 
justifications. 

(The matter referred to follows:) 


ANALYsISsS OF Mason PrRoGRAMS 
LENDING PROGRAMS 


The Corporation’s lending programs are being carried on in conformance with 
the policies of the Government regarding restriction of credit. Loans are re- 
stricted to those which contribute directly to the defense program or which 
provide for essential civilian activities. 

At the end of June 1951, the loans, investments, and commitments of the lending 
programs totaled $1,134,000,000. By the close of fiscal year 1953, this amount 
will have been reduced to $906,448,000. 

Business loans.—The major portion of the Corporation’s current lending activi- 
ties is found in loans to business enterprises. Estimates of activity for fiscal years 
1952 and 1953 are compared with 1951 experience in the following table: 


{In millions of dollars] 








| 1951 actual 1952 esvinaate | 1953 estimate 





| 
New commitments... ...........-.-..... Lithodiacmoneeiiinces $280.4 | $67.9 $150.0 
Sas Galli alee mealampeiie oeligaticanen SoD 207.6 65.6 | 145.7 
Outstanding at end ‘of year: 
Loans __- EEN ME ee LE TENE Lee 463. 4 391. 5 | 427.6 
Commitments... pcininips engine ap aidbiniomsies apni bse tiok nian ees aaah 99.8 














o> 
& 


ret 


- 


38 158)! 8): 


S88 18 18 8/88 


e- 
th 


Ta 
it 


rs 


oe 


rer IS 


41 


Data in the foregoing table do not include hanks’ shares of loans made ir c¢o- 
operation with banks, It is the policy of the Corporation to encourage bank 
participation loans, and these are expected to increase as the defense progranr 
progresses. Including banks’ shares cf participation loans, the total amount to 
be made available in loan authorizations to business enterprises is estimated at 
$81 million in fiscal year 1952 and $190 iillion in fiseal vear 1953. 

The reduced volume of activity in 1952 is attributable to the generally good 
financial condition of business enterprises at the time the defense program began, 
and to the policy of restricting loans to those in connection with defense or es- 
sential civilian activities. 

Small Defense Plant loans.—Under the provisions of section 714, Public Law 96, 
Fighty-second Coneress, the Corporation is authorized to make loans upon the 
recommendation of the Small Defense Plants Administrator. This authority 
expires June 30, 1952. Prior to the expiration date, it is estimated that $5.5 
million will be authorized in loans approved under this authoritv. It is the 
Corporation’s policy to meke loans under this authority only in recommended 
eases which cannot meet the credit requirements for loans under the RFC Act. 

Disaster loans.---The Corporation's portfolio of disaster loans will be increased 
as the result of loans made to victims of the Missouri Valley flords of July 1951, the 
Arkansas-Tennessee tornado, and the floods along the Missouri and Mississippi 
Rivers and their tributaries in the spring of 1952. A summary of disaster loan 
activity is given in the accompanying table.* 


{In millions of dollars] 








1951 actual | 1952 estimate | 1953 estimate 
| 
| 


$1.1 | $15.7 $18.0 


i a ee a Lacasthiemes 

Outstanding at end of year: | } 
AT SS SACS ESR SOSA ats ec aR ea 4.4 | 18.1 33.5 
SI aii. scsi atari niiadncnatbseasaagneshueenans | .3 8.1 3.5 


3 | 
| 
' 





Railroad loans.—New activity in this program is expected to be limited, due to 
the improved financial positions of railroad companies and reeeptive markets for 
railroad securities. The Corporation’s portfolio of railroad loans and securities 
totaled $102.7 million at the end of June 1951. It is expected that one outstanding 
Joan of $13.4 million will be repaid in advance of maturity. With this and regular 
payments on other loans, it is estimated that the Corporation’s portfolio of railroad 
loans will be reduced to $84.7 million by the close of fiscal year 1953. 

Public agency loans.—Defense restrictions and receptive markets for municipal 
securities will act to limit activity under this program. The budget gives effect to 
disbursements and repayments on the $29.5 million loan to the city of Cleveland, 
Ohio. Provision has also been made for a large loan to a publicly owned power 
project being undertaken on the west coast to supply power to defense industries in 
the area. 

Financial institutions.—New activity under this program has been nominal in 
recent vears. The economic outlook is such that new activity in this field appears 
precluded during fiscal years 1952 and 1953. 

The Corporation’s portfolio of loans and security holdings in connection with 
financial institutions is being reduced as rapidly as conditions allow. It is esti- 
mated that RFC holdings of bank and trust company preferred stock will be 
reduced by $32.7 million before the end of fiscal year 1953. 

Civil defense loans.— Although authority for this program has existed for over a 
year, the Corporation has had practically no experience in this field. It does not 
appear, at the present time, that the Federal Civil Defense Administration has 
any developed programs which would require the use of this authority except in 
connection with bomb shelters. In its report on the Supplemental Appropriation 
bill for 1952, the House Appropriations Committee indicated opposition to the 
immediate use of the authority for bomb-shelter purposes. 

Loans to foreign governments.—The Corporation does not have authority to 
make new loans of this type. The loan to Great Britain has been repaid in full. 
This is reflected in the estimates for fiscal year 1952. The one remaining loan of 
this type is the loan to the Republic of the Philippines on which $57 million is 
outstanding. 

Mortgages.—The Corporation has no authority to purchase additional mort- 
gages. The FHA mortgages now held by RFC total less than $250,000. It is 
estimated that these holdings will be sold or retired by repayment before the close 
of fiscal year 1953. 
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The Corporation also holds approximately $76 million in mortgages partially 
guaranteed by the Veterans’ Administration. Present conditions in the mortgage 
market are not especially favorable for the disposition of these holdings through 
sales. However, every effort is being made to effect their disposal as rapidly as 
possible. 

EFFECTS OF LENDING PROGRAMS 


The lending activities of the Corporation produced a total income of $42,614,000 
in fiscal year 1951. The programs outlined in the budget are expected to produce 
incomes of $37,170,000 and $34,410,000 in fiscal years 1952 and 1953, respectively. 
After all charges; the Corporation’s lending programs had a net income of 
$7,618,000 in fiscal year 1951. This has been paid to the Treasury as a dividend 
on the Corporation’s $100,000,000 capital stock. Net income for fiscal years 1952 
and 1953, respectively, is estimated at $12,623,000 and $8,490,000. All of the 
Corporation’s earnings in excess of $250,000,000 retained surplus and reasonable 
reserves for losses are paid into the Treasury. 


PRODUCTION PROGRAMS 
Synthetic-rubber program high lights 
[Millions of dollars] 











* | 
Estimated 
Actual |___ ASH ae 
1951 i 
1952 1953 
Sales: | 
Tons !. cs Shbe Od AUST CeE bi dadhetnahoans pnewmaciandel 586, 369 747,990 | 740, 000 
i EE TE eee Sidtwd edn xe binie ol Ep lawns “ol $298.1 | $416.7 | $358. 8 
Production and costs: 
Rea are eee pisidineapasiiivanasdicteteah eopbasnedl 594, 466 | 772, 500 765, 000 
i en wnSpaiicnnatedeasuuandueeie $257.8 $329, 2 | $281.2 
Net tneeiies. <.o<<.. 29.5. .- SigiiweseSewaniccevedeeecucseastebed $11.9 $30. 9 $14.3 
Capital expenditures ______- CG ar 7 Cas Ee CAFES $10.9 $24.0 $25.0 


1 Tonnage in terms of synthetic-rubber content 
Sales 


The estimated quantity of synthetic-rubber sales in 1953 is based on the annual 
rate of current sales. The base selling prices used in projecting sales proceeds are 
those now in effect of 23 cents per pound of GR-S, and 20% cents per pound of 
GR-I. 

Production and costs 


The estimated production level for 1953 provides for an increase in GR-S 
inventories of 25,000 long tons to a 75,000-ton level by the end of the year. Costs 
are estimated to decrease because of a reduction in the quantity produced of high 
cost alcohol-base rubber contemplated for 1953. 
€apital expenditures 


Capital expenditures contemplated for fiscal year 1952 total $24 million, to be 
used mainly for the expansion of capacity and conversion to cold rubber produc- 
tion. In fiscal year 1953, capital expenditures are estimated at $25 million, cover- 
ing the completion of the conversion to cold rubber and improvement of operating 
equipment. 

Tin program high lights 
[Millions of dollars] 











Estimated 
Actual 
1951 | 
| 1952 1953 
Sales Rese ae - bbe G22 Fdeoasl eS $112.9 | $182. 0 | $201. 8 
Purchase and production costs of tin sold_____- ae . 91.5 178. 2 197.9 
Gross profit... ____- te ceeneke : J 21.4 | 3.8 | 3.9 
Net income or loss (—): a vite Bei) : ae es 
Smelter operations - vitebeinn atin eae San dive 3 Py —.1 
Coda cet na ep tepde ce pelecco<usnaneal 9.3 | a) -2 








Capital expenditures... .................-...- Sates . } 8) 5 | 1.3 
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Sales, purchases of refined tin, and production 

The sales, purchases, and production estimates are projected on the basis of 
supplying all tin requirements during fiscal years 1952 and 1953. To the extent 
that smelter production is inadequate to meet these requirements, it is estimated 
that 28,000 tons of refined tin will be purchased during 1952 and 40,000 tons in 
1953. 

Capital expenditures . 

Capital outlays in 1952 are mainly in connection with the waste acid project, 
$0.2 million, and smelter facilities, $0.2 million, the balance being for replace- 
ments and operating tools. In 1953 the major portion of capital expenditures 
are for completion of projects under construction in 1952, with $0.1 million 
estimated for replacements. 


Abacé fiber program high lights 


{In millions} 











Estimated 
Actual, pbs ll eA ng Sa 
1951 
1952 1953 
Sales: 
Pounds... ® GUURG avenue Pe os a demuslste kits 19.9 30.0 | 30. 0 
Amount_..-- nae = 3 py WE Ge $5.5 | $7.5 | $7.5 
Production and costs: 
ee ee Sa sbeonepecva 19.5 30.0 30.0 
ae fas See eabeaie as cia . $6. 4 $7.5 7.0 
Net loss... po $2.6 $1.9 | $1.2 
OI ia os cde a <oh on taviites~<damsp<p $0. 2 $2.0 | $21. 4 
Sales 


In each year sales are estimated on the basis that all fiber produced will be sold- 
This is predicated on the outstanding request from the Munitions Board and 
General Services Administration to tender to the stockpile all fiber produced 
from the Corporation’s plantations. The amounts estimated as proceeds from 
sales are based on an average selling price of 25 cents per pound, which is approxi- 
mately the prevailing price. 

Production and costs 

The production estimated for 1952 and 1958 is in anticipation of higher yields 
resulting primarily from the fertilization program, which reaches its peak in 
1952 and improved cultivation practices. It also reflects butcher harvesting of 
acreage to be returned to the United Fruit Co., or otherwise abandoned. The 
production levels do not include any yield from plantings under the expansion 
program, since about 3 years are required for new plantings to become productive. 

Production costs in 1952 and 1953 are projected in conformance with the in- 
crease in production, with the exception of farm maintenance, which includes the 
costs of the fertilization program. These costs rise from $2.4 million in 1951 to 
nearly $3 million in 1952, and then decline to $2.5 million in 1953. The peak 
reached in 1952 represents the elimination of the fertilization backlog, at which 
time these costs drop to the normal annual level reflected for 1953. 


Capital expenditures 

Practically all of the capital expenditures contemplated for fiscal years 1952 and 
1953 are in connection with the expansion program. The estimates provide for 
the installation of 27,400 acres. Of these, 21,400 acres will be new plantings in 
areas not adjacent to the present plantations. The cost of establishing new 
abacd plantations has been estimated at $700 an acre for new areas and $500 an 
acre where the areas are adjacent to present plantations. For 7,000 acres of the 
new plantings, an additional cost of $15 an acre has been included because of the 
necessity for providing pump drainage. 

Capital expenditures under the expansion program have been estimated at 
$20.9 million during fiseal year 1953. Of this, $15 million represents new plantings 
in areas not adjacent to the present plantations and $3.5 million represents new 
plantings in areas adjacent to present plantations. Also included is $1.5 million 
for the cost of factory buildings and equipment to process the production from 
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new areas. The remaining 1953 capital expenditures under the expansion program 
include transportation costs, taxes, management fees and general expenses. These 
latter costs are capitalized until the new acreage becomes productive. 


In addition, $0.5 million is estimated for rounding out facilities on presently 
existing plantations. 


LENDING PRoGRAM 


Mr. Gary. We will consider first the lending program of the Corpo- 
ration, and in that connection we will insert in the record the table on 


age 100 entitled “Lending Program, Business-Type Statements, 
— High Lights.” 


(The matter referred to follows:) 


LENDING PROGRAM 


Business-type statements—Program high lights 

















| 
| 1951 actual | 1952 estimate 1953 estimate 
| } | 
l as | Amount | Amount | ,, | Amount 
| Number (miltions)| Number (ilions) Number | (millions) 
aii 
usiness loans: | 
New commitments _-..............--- } 2,702 | $280.4 500 $67.9 1, 500 $150.0 
Disbursements... _...............-..- | 2,430} = 207.6 517 65. 6 926 145.7 
pay oto aga sil GRR! | 4,426} 230.9 3, 097 166.3 2, 416 99.8 
Rt titinccachartondpourenieciece 7,067 | 463.4 6, 138 391.5 5, 655 427.6 
Visaster loans: | 
New commitments ______- Sore a | 560 | 2.4 3, 450 25.9 2, 100 15.8 
Disbursements. -. wag nas nenennenannn- 360 | 14 2, 462 15.7 2, 400 18.0 
utstanding, end of year: j 
as... | 35 | 3 698 8.1 118 3.5 
RN a cs | 1,014 | 4.4 3, 229 18.1 5, 279 33.5 
| 











LOAN POLICY 


Mr. Gary. Mr. McDonald, you referred to the fact that recently 
you have revised your rules with reference to loans, giving the field 
offices more latitude in making loans up to $50,000 in the case of 
original loans and $100,009 in the case of participating loans. It is 
my understanding that a similar policy was in effect prior to the time 
that Mr. Symington took over the administration of the Corporation 
and that he changed the policy to require that all loans be referred to 
Washington for the purpose of reviewing the question as to whether 
they were being made for defense purposes. 

Now, you have seen fit to change that again. Can you tell us the 
reason back of that change? 

Mr. McDowna.p. I perhaps could not tell you as well as others, but 
I will attempt to, and if I forget anything I can be corrected. 

You were not exactly correct in that statement. The policy before 
Mr. Symington came in was to have all loans up to $100,000, and 
participating up to $250,000, approved in the agencies locally out in 
the field. 

Mr. Gary. I did not mean as to amounts. What I meant was 
that certain loans were approved in the field and he changed it so 
that none could be. I was not referring particularly to the amounts 
of the loans. 

Mr. McDona.p. We have not exactly made it possible for all 
loans to be approved locally. We only allow the local loaning agency 
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to approve loans under 4 (a) of our act, and this only after review in 
the Washington office for loan purpose. On the other inand, a section 
302 loan, which is defense loan, they do not pass upon, and a section 
714 loan they do not pass upon, but they do pass on a 4 (a) loan after 
having been given a release by Washington as to whether or not it 
meets the specific policy requirements as to loan purpose. 

i 


Now, they establish the credit conditions for a 4 (a) loan. We gave 
them that authority for a very definite reason. I do not think under 
the Symington administration the loan authority was pulled away 
because the loans creditwise were not okay. I think at that time 
there was a change in policy taking place, and they thought for a 
period of time they would pull them all in. We have some very good 
men in the field and we are established to help small business. We 
found that it was taking time to disburse and to have final consum- 
mation of loans, time that was out of line with good business—for 
example, 60 to 90 to 120 days. Either a loan is available for a small- 
business man, or it is not available, and a small-business man cannot 
wait for 120 days to find out whether he can save his business by 
securing a loan. This step was in the interest of saving time, in 
which every one concurred, and I frankly look upon it as a very 
constructive step, Mr. Chairman. 

Mr. Gary. I do, too, frankly. What I said was not in criticism. 

Mr. McDona.p. I appreciate that. 

Mr. Gary. I understood when Mr. Symington made the change 
that he intended it as a temporary move. 

Mr. McVona.p. That is what I understood. 

Mr. Gary. There was some confusion at that time in the field 
offices as to what should constitute a defense loan, and the interpreta- 
tions were often different in the various field offices, and I understood 
that he just required them all to come to Washington temporarily so 
that they could clear the matter up, and that it was his intention to 
give some of that authority back to the field offices. 

Mr. McDona.p. Mr. Chairman, in addition to that, you had an 

agency that was beset with a lot of publicity. You had all the 
vicissitudes of everything you could think of to the disadvantage of 
the applicant and the people associated and the personnel. It was 
quite a disarranged program at the time. 
» Mr. Gary. I approved of what Mr. Symington did at the time, but 
it occurred to me that in time the authority should be given back and 
I am glad to see that you have done that to some extent, because I 
think it ties the operations of the organization up considerably when- 
ever a loan, regardless of its size, has to come to Washington to be 
finally approved. It is bound to slow down the procedure and to 
increase the cost. 

Mr. McDona pn. So far it is a step in decentralization in a way, and 
I think it is a step in efficiency and will pay off. 


DEFENSE LOANS 


Mr. Gary. Now, are you reasonably assured that under this new 
program the loans are being granted largely for defense purposes? 

Mr. McDonatp. Well, the 302 loans are defense loans entirely. 

The 4 (a) loans are not necessarily defense loans. They must 
comply with the loan policy. 
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Perhaps a moment should be spent on the loan policy. We are 
having a Loan Policy Board meeting next week. The President has 
just appointed the fifth member, and we are going ahead to meet. 

The loan policy sets up standards under which we proceed. That 
does not affect the 302 program, but it does affect the general pro- 
gram, namely section 4 (a) of our act. 

They do not necessarily need to be defense loans in order to have a 
loan granted. Do I make myself clear? 

Mr. Gary. Yes. But for what other purposes do vou grant a loan? 

Mr. McDonatp. Well, essential production. Essential commodi- 
ties. Essential goods. Wherever there is a real public interest. 

Mr. Gary. Is that not indirectly defense? 

Mr. McDona.p. It could be. You could look at it that way; that 
is true. 

Mr. Gary. It is a part of the emergency program of stimulating 
production in essential items, is it not? 

Mr. McDonavp. Well, those loans are all small loans. That is 
very significant. Those 4 (a) loans I said were all small. Practically 
speaking it is all. The large loans are defense loans. 

Mr. Gary. What do you call a small loan or a large loan? 

Mr. McDonatp. That is a pretty good question. 

Mr. Gary. I know. In general. 

Mr. McDona.p. I look upon the loans that go from $25,000 to 
$75,000 as in the small-loan range. $100,000 might still be considered 
small. A small loan to a certain sized business is different from a 
large loan to a small business. 

Just from my own thinking, to answer your question as directly as 
I can, I should think it would be in the realm of the $50,000 bracket. 

There are a great many disaster loans, however. 

Mr. Gary. This table shows the disaster loans as well as the others. 


REVIEW BOARD POLICY 


What is your loan policy with reference to reviewing these loans? 

Mr. McDonaup. You mean the process of review in Washington? 

Mr. Gary. Yes. Has there been any change in that procedure? 

Mr. McDona tp. In the mechanics of it? No; there has not been 
any change. 

In other words, you have your examiner in the field. Then you 
have the agency manager. Also, if it is a loan of over $100,000 it ‘s 
referred to the Advisory Committee. It comes to W ashington. {t 
is examined by the Washington examiner. If it is a small loan it is 
referred to the Office of Small Business. 

The final review is given by the Board of Review, and then it is 
submitted to the Administrator. That is the routine which has been 
set up. There has been no change made in that. 


LOCAL ADVISORY COMMITTEES 


Mr. Gary. For awhile the Washington office was overruling the 
local advisory committee and making these loans in Washington, and 
that was the basis for some of the complaint of the Senate committee 
when it investigated. What is your policy now? 

Mr. MecDonavp. That is a very interesting question. That 
strikes at the whole substance of how we make a loan. 
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There are a number of independent reviews of each loan application. 
For example, you have a local examiner. Then you have the agency 
manager and you have the advisory committee. Then you have the 
Washington examiner. 

Then, assuming it is not referred to the Small Defense Plants 
Administrator, you have the review board. 

Now, you might have a difference of opinion among these parties. 
In other words, the local examiner might recommend. The agency 
manager might recommend. The Washington examiner might 
decline, and the review board might approve. 

You might reverse those circumstances, and have them all affirm- 
ative until it comes to the review board, and then have the review 
board decline. 

Now, a great deal of weight should be given to everyone who is 
an expert in credit, all along the line, but there are cases where we 
must of necessity overrule the review board. You might say they 


are rare, but where we do the requirement is that we substantiate 


the reasoning employed in the overruling by a memorandum for the 
file. 1 think we have done that in the past 90 days two or three or 
four times. 

Mr. Horwitz. Three times. 

Mr. McDona.p. I think we had one where we were going to over- 
rule the other day, and further facts were submitted, and it was 
reviewed, I think this morning, again, and we all agreed, which is 
always a happy solution. Sometimes vou will have a difference of 
opinion coming through. Those differences of opinion can arise 
from many things. 

Mr. Gary. How often is a loan made contrary to the recommenda- 
tion of the local advisory committee? 

Mr. MeDonatp. The advisory committee? Not very often. 
The advisory committee only comes in on the loans which are over 
$100,000, so they are in on but a small percentage of the loans. 

You are talking about the civilian who gives his time as an adviser 
in the local office? 

Mr. Gary. Yes. 

Mr. McDonatp. I would say it is very rare when they are over- 
ruled. I look upon the stamp of approval by them of a loan as a 
pretty sound thing, because they are all substantial citizens. 

Mr. Gary. I am not concerned about those they approve. I am 
inquiring about those they do not approve. How often do you grant 
those loans? 

Mr. McDona.p. Very infrequently, from my experience. Mine 
is a very limited experience. 

That gets back to your question itself: How often is the local 
advisory committee overruled? I would say very infrequently. 
Most infrequently. 

Mr. Gary. How about your review board? 

Mr. MeDonatp. Well, I just gave you the fact that I have been 
there 90 days, and I think in three instances, on not substantial loans, 
we have overruled the review board. 

Mr. Gary. And granted loans? 

Mr. MceDonatp. That js right. 

Mr. Gary. What was the basis for it? 

Mr. McDona.p. Well, it would depend on the individual case. 

Mr. Gary. I] mean generally. 
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Mr. McDonatp. For example, on a mining loan, where you have 
a metal which is in very short supply, where Seas Larson has given us 
a certificate of essentiality and told us that that metal is necessary for 
the defense effort, consequently a loan should be made to secure the 
additional needed production. 

While it may be strictly a gambling loan, with 302 funds you would 
not make the loan unless it was a question of the scarcity of the 
supply of the metal involved. 

The review board in this particular instance which I am thinki 
about, a week ago Monday, on a loan of $85,000, recommend 
decline. I would not loan them the money, so far as I am personall 
concerned, if I were banking it. But this is the Government whic 
has a need for the defense effort, and there is a certificate of essen- 
tiality. Because of the credit barriers that they set up in their minds, 
the board of review voted to turn the loan down, where it had approval 
all the way up, as I recall the circumstances. 

I want you to get this: When we have a certificate of essentiality 
on a mining venture—this was zinc—we know that they are going to 
gamble on the Government’s money, so to speak—if I may use the 
word “gamble.”” They are speculating. But we do know that the 
deposit of ore is there. We know that they know how to exploit it. 
The know-how is important. How are you going to get that metal 
unless you go in and do that sort of thing? 

In that particular case we overruled the review board. Frankly, 
I think that we were right. 





NUMBER OF CASES CONSIDERED BY REVIEW BOARD 


Mr. Gary. Could you give us a table showing the number of cases 
passed on by the review board since the appointment of the Adminis- 
trator under this new act, and the amounts involved, and the number 
of cases in which they have been overruled and the amounts involved 
in those cases? 

Mr. McDona.p. I think that would be easy. I do not think there 
would be very many cases. 

Mr. Horwirz. About 10 cases, I think. 

Mr. Gary. Would you give us that? 

Mr. McDona.p. Certainly. 

Mr. Gary. Just insert a table at this point in the record. 

Mr. McDonatp. Yes. You want the purpose of the loan, and just 
to high light the loan, as to what it was? 

Mr. Gary. I do not care about the loan. We are not going into 
the individual loans. I just want the number. 

How many loans has the review board considered? What is the 
amount of them? The number in which the board has been over- 
ruled, and the amount of those? 

Mr. McDona.p. Would it not be important, in connection with 
that, to know whether or not there was a disagreement above the 
review board? In other words, suppose that everybody was for it 
except the review board? 

Mr. Gary. I thought it went from the review board direct to you? 
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Mr. McDona.p. It does. But suppose that the examiner was for 
it, and that everybody up to the review board was for it, but that the 
review board turned it down, and the Administrator reversed them. 
In other words, the review board would be out of step with the 
machinery up to date. Do you want that in there? 

Mr. Gary. Yes. 

Mr. McDona tp. All right. 

Mr. Canrietp. Mr. Chairman, this table you are now requesting 
would indicate the purposes, such as, for instance, for mining purposes? 

Mr. McDonatp. We can get that just as well. 

Mr. Gary. If there are only about 10 loans, as a matter of fact, 
I think you might give us a brief review of each of those 10 loans, and 
just why they were overruled. If the examiner and others recom- 
mended the loan, I think it would be very helpful to have that 
information. 

Please set up a table on that. I do not care about the loans which 
have been refused, but only those cases where a loan has been made 
when it was turned down by the review board. Give us a short 
review of the case, showing why it was done. 

Mr. McDona.p. Right. so, if you care to have it, you can 
have the reasoning which the Administrator employed in turning it 
down. That would also be helpful. You might as well have the 
story. 

Mr. Gary. I think that would be good. 

Mr. Horwirz. We also have among those 10 a couple of cases 
where the Administrator reversed an affirmative finding, where the 
review board wanted to make the loan and the Administrator reversed 
and would not make the loan. 

Mr. Gary. You can show that. 

Mr. Horwitz. Yes. 

Mr. Gary. There is no reason for giving a review of those cases, 
because where the loan has not been made it is not of particular 
interest. However, where he has overruled them and made the loan, 
then you can give a review. You can show that in the table, on the 
number that he refused to make loans for. 

Mr. McDonatp. My recollection is, Mr. Chairman, that the Ad- 
ministrator turns the Review Board down more often than he reverses 
them. 

REVERSALS OF REVIEW BOARD 


Mr. Gary. I think those statistics would be interesting, but I do 
not think it is necessary to go into those particular cases, because 
certainly where no loan is made no harm can be done so far as the 
funds of the organization are concerned. 

(The matter referred to follows:) 


AcTIONS OF THE ADMINISTRATOR AND Deputy ADMINISTRATOR REVERSING 
RECOMMENDATIONS BY THE BoarpD or REVIEW 


During the period from May 7, 1951, to April 30, 1952, the Administrator or 
Deputy Administrator of the Corporation authorized the making of 840 loans. 
In only 16 instances were the loans authcrized either contrary to the recom- 
mendation of the board ef review or cn a basi: other than that recommended by 
the board of review. Of thee 16 cases, only 5 involved amounts in excess of 
$100,000 and therefore required a memorandum from the Administrator or Deputy 
Administrator setting forth his reasons for the action taken. However, in each 
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case, regardless of amount or the authority under which the authorization was 
made, the Administrator or Deputy Administrator has placed a memorandum in 
the files setting forth his reasons for his action.. The 16 loans are as follows: 

1. Walter A. Crow, doing business as Crow Roofing and Sheet Metal Works, 
Seattle, Wash.—Overruling the unanimous recommendation of the Seattle agency 
and the Office of Small Business in Washington for a loan of $3,000, the board of 
review recommended decline because of insufficient collateral and lack of assurance 
of payment of the loan from earnings. Deputy Administrator Bukowski found 
that collateral havi»: an appraised value of $4,700 and a liquidating value of 
$3,100 was sufficient security. He also found that the anticipated increased 
volume of business should be sufficiently profitable to retire the loan in an orderly 
manner. The Deputy Administrator concurred with the agency and the Office 
of Small Business and authorized the loan in the amount of $3,000. 

2. Thomas A. Giblin, doing business as Giblin Motors, Los Angeles, Calif.— 
This applicant is engaged in the business ef reconditioning used cars. The board 
of review recommended decline of a loan of $2,500 on the grounds that the loan 
would not be in the public interest. On August 2, 1951, Deputy Administrator 
Bukowski held that the applicant was performing an essential civilian service 
through the reconditioning of used cars to provide low-cost, dependable trans- 
portation. The loan was for maintaining an essential civilian business and was 
therefore within the requirements of the loan policy statement of the Corporation. 
He therefore approved the loan in the amount of $2,500. 

3. Joseph B. Brasch, doing business as J. A. Brasch Masonry Co., Spokane, 
Wash.—Overruling a unanimous recommendation of the agency and the Office of 
Small Business, the Board of Review recommended decline because it believed 
the collateral inadequate, debts disproportionate to net worth and repayment 
from earnings not assured. On August 2, 1951, Deputy Administrator Bukowski 
held that the earned estimates of $62,500 under a subcontract to be assigned, to- 
gether with a mortgage on the borrower’s home valued at $22,500, would be 
sufficient collateral to justify a loan of $50,000. In view of the 6-month period of 
the loan, the debt structure though somewhat top-heavy, was not a sufficient ad- 
verse factor to compel declining the application. The normal payment record of 
the applicant was good. Inasmuch as no advances were to be made until earned 
estimates were available and inasmuch as there was protection from a prime con- 
tractor’s bond, there appeared reasonable assurance that the loan would be paid 
regardless of earnings. The Deputy Administrator approved the loan in the 
amount of $50,000 as recommended by the agency, provided that a lien be ob- 
tained on the applicant’s home. 

4. The Contracting Corp., Salt Lake City, Utah.—The Salt Lake City agency 
and the Office of Small Business unanimously recommended the loan in the amount 
of $10,000. The board of review concurred, subject to a pledge of additional col- 
lateral consisting of receivables. On August 6, 1951, Deputy Administrator held 
that the handling of the receivables would be both impracticable and uneco- 
nomical over the 3-year period of the loan and that the machinery and equipment 
constituted reasonably adequate security and that the pledge of receivables should 
be waived. He accordingly approved the loan as recommended by the Office of 
Small Business eliminating the additional condition imposed by the Board of 
Review. 

5. F. J. McCarthy, Inc., Cadillac, Mich.—The Detroit loan agency and the 
board of review recommended that a loan of $990,000 be made to this applicant ; 
$860,000 under section 4 (a) of the RFC Act and $130,000 under section 302 of the 
Defense Production Act. Both recommended a 90-perecent guaranty by the De- 
partment of the Army; $700,000 of the entire loan was to be used to finance an 
Ordnance Department contract for $2,796,000. Deputy Administrator Bukowski 
felt that the other collateral offered would reasonably assure repayment of the 
remaining $290,000. It was his belief that the equity in the collateral securing 
the $290,000 portion of the loan which was cross-pledged to the remaining portion 
of the loan would reasonably assure repayment of the 30-percent risk of the Cor- 
poration in the $700,000 portion of the loan, inasmuch as the Department of the 
Army was willing to guarantee 70 percent of that amount. Accordingly, the 
Deputy Administrator approved the total loan of $990,000 under section 4 (a) of 
the RFC Act uvon receipt of a 70-percent guaranty from the Department of the 
Army on $700,000 thereof. 

6. Mrs. W. C. Reynolds, doing business as W. C, Reynolds Co. and Cordele Mill 
& Elevator Co., Cordele, Ca.—The Atlanta agency and the Office of Small Business 
unanimously recommended the loan in the amount of $15,560. The board of 
review recommended decline because repayment from earnings was not assured, 
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Deputy Administrator Bukowski found that while the earnings record had not 
been satisfactory, it was the consensus of the agency and applicant’s bank of 
deposit that with new management and liquidation of the wholesale grocery 
business, a profitable operation would result. He also felt that the questionable 
earnings aspect was more than compensated by the strong public interest in this 
ease. Since the collateral was ample to secure the loan he felt the applicant 
should be given the benefit of the doubt with respect to earnings, particularly in 
view of the strong public interest. The loan was approved as recommended by 
the agency and the Office of Small Business. 

7. Central Hospital, Inc., Somerville, Mass.—This loan in the amount of $100,000 
to a hospital which catered to patients in the low and medium income brackets in 
an area assigned an A~| priority with respect to need for additional facilities was 
unanimously recommended by the Boston agency and the Office of Small Business. 
The board of review recommended decline because the investment of the owners 
appears to be disproportionate to the loan requested and the ability to repay the 
loan from earnings did not appear to be reasonably assured. Administrator 
Symington held that since the proforma net worth approximates the amount of 
the loan and would be further increased by donations, subordinated debt, capital 
stock and/or applicant’s personal funds which represented the full extent of 
applicant’s ability to inject additional capital, he did not consider the net worth 
disporportionate to the loan. He further felt that the results of recent operations 
showing earnings of $28,000 before taxes for the first 7 months of 1951 plus the 
income to be derived from the additional beds to be provided through the con- 
struction, gave reasonable assurance that the loan could be repaid from earnings. 
Accordingly, the Administrator authorized the loan in the amount of $100,000 
with an immediate participation of 20 percent by a local bank. 

8. James L. Entwistle Co., Pawtucket, R. 1—The review board recommended 
disapproval of a loan in the amount of $620,000 under section 302 of the Defense 
Produetion Act. Deputy Administrator Bukowski held that in view of the fact 
that the applicant held certificates of essentiality and necessity from the Defense 
Production Administrator that 95 percent of its present production carried 
“DO” ratings, that the Signal Corps urged expansion of the applicant’s business 
and had installed, on a leased basis, approximately $240,000 worth of machinery 
and equipment, that the Department of the Army advised of the need for the 
applicant’s expanded facilities to accomodate the Signal Corps’ wire and cable 
program which would otherwise be seriously delayed, and that the applicant was 
the sole source of numerous types of special production and testing equipment to 
manufacture wire and cable, that the position of the review board that the loan 
was not a proper loan under section 302 of the Defense Production Act was 
untenable. Accordingly, he authorized a loan in the amount of $620,000 under 
section 302 of the Defense Production Act. 

9. R. A, Nants, individually and doing business as Nants & Co., Gleason, Tenn.— 
The review board recommended decline of a loan in the sum of $25,000 on the 
basis of 40 percent participation with a local bank for the reason that in its 
opinion it appeared that requested financing was otherwise available. Deputy 
Administrator Bukowski held that in view of the fact that the participating local 
bank stated it could not make the entire loan and that its correspondent bank 
had declined to participate with it, the finding of the review board was not factually 
sustained, A loan was authorized in the amount of $25,000 upon the condition 
that the agency manager, in accordance with outstanding instructions, certifies 
before making disbursements, that credit was not otherwise available on reason- 
able terms. 

10. American Helicopter Co., Manhattan Beach, Calif—The Washington 
examiner recommended a loan of $125,000 under section 302 of the Defense 
Production Act. The review board recommended a loan of $85,000, requiring 
$40,000 injection of additional invested or risk capital. Deputy Administretor 
Bukowski held that inasmuch as the Defense Production Administration had 
issued a certificate of essentiality for $125,000 to this applicant as the sole developer 
of small pulse jet engines, full weight must be given to that certification. The 
$125,000 was the minimum required. Fither the loan must be approved for the 
minimum required or it must be rejected in its entiretv for lack of merit. In view 
of the strong finding of essentiality by the Defense Production Administration, 
the lesser loan could not be approved. The loan was approved in the larger 
amount as recommended by the Washington examiner. 

11. Hoffman Radio Corp., Los Angeles, Calif—The board of review r2com- 
mended a loan in the amount of $3,155,000 under section 302 of the Defense 
Production Act. Deputy Administrator Bukowski held that in view of the value 
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of the security offered and the impressive earnings record of the applicant th2 
application met the standards for a loan under section 4 (a). Inasmuch as the 
laws and Executive orders applicable to loans under section 302 of the Defense 
Production Act required that no loan should be made under section 302 if they 
could be made either by private financing or under section 4 (a) of the RFC Act, 
the Deputy Administrator held that the loan must be made under section 4 (a) 
of the RFC Act. 

12. Ivy H. Smith Co., Jacksonville, Fla.—The board of review recommended a 
loan in the amount of $350,000 for the purposes of erecting and equipping a wire- 
mesh mill, for operating capital and for the payment of a mortgage debt of $50,000 
of the applicant’s affiliate, Sherman Concrete Pipe Co. The sole purpose of the 

ayment of the affiliate’s debt was to obtain a first lien on additional collateral. 

eputy. Administrator Bukowski held that the payment of the affiliate’s mort- 
gage debt would be inflationary and did not appear to be warranted if the Corpo- 
ration could secure a valid second lien upon the additional collateral. Accord- 
ingly, he reversed the recommendation of the board of review, eliminated the 
$50,000 for paying the affiliate’s debt, and authorized a loan in the amount of 
$300,000. 

13. T. H. Burns and R. H. Gillespie doing business as Burns & Gillespie Poultry 
Processors, Gentry, Ark.—On August 2, 1951, the Administrator authorized a 
loan in the sum of $17,000 of which $8,000 was to pay the balance due because of 
new construction and equipment and not more than $9,000 for working capital. 
As a condition of the loan the borrower was to expend $9,000 on cost of new facili- 
ties or incur indebtedness in that amount therefor. The borrower could not 
comply with this condition. However, one of the partners had delivered mer- 
chandise in the amount of $9,100 under stand-by, thereby meeting the working- 
capital requirement. The applicant therefore requested that $9,000 of the 
authorized loan designated for working capital be applied on the cost of the new 
facilities. This modification was recommended by the agency and Office of 
Smal! Business. The board of review recommended decline. Deputy Adminis- 
trator Bukowski held that substantially the same result had been accomplished 
through delivery of the merchandise as would have been obtained if the partner 
had gone to the bank and borrowed $9,000 using the merchandise as collateral 
and had expended it on construction. Such an action would not have an adverse 
effect on the borrower’s financial condition and accomplished the primary pur- 
pose of the loan as authorized. The modifications were therefore approved. 

14. Speciali'ies, Inc., Syosset, N. Y— The review board recommended decline of 
a loan of $3,549,730 under section 302 of the Defense Production Act for the 
reason that the loan was too widely disproportionate to the company’s net worth 
and to its demonstrated ability torepay. The Defense Production Administration 
had certified the loan as essential to the interests of National Defense and the 
Armed Forces insisted that a fully integrated source of engineering and _pilot- 
model production was necessary. Deputy Administrator Bukowski felt that the 
essentiality of the loan for National Defense was so strong it required expeditious 
affirmative action and that no further purpose would be served bv requiring further 
review by the Defense Production Administration. He therefore approved the 
loan in the amount of $3,549,730 in accordance with the recommendation of the 
Defense Production Administration under section 302 of the Defense Production 
Act. 

15. Specialities, Inc., Syosset, Long Island, N. Y.—In a companion case to the 
previous one the board of review recommended decline of a working capital loan 
in the sum of $1,120,000 for the purpose of carrying out Navy and Air Force prime 
contracts and subcontracts. The reason for the decline was that the company’s 
after-loan position was too widely disproportionate to its net worth and demon- 
strated ability to repav. For the reasons set forth with respect to the facilities 
construction loan to the same applicant, the Deputy Administrator disagreed 
with the board of review and authorized the loan in the sum of $1,120,000 under 
section 302 of the Defense Production Act. 

16. American Sintered Alloys, lnc., Bethel, Conn.—This loan was recommended 
for decline by the board of review under section 4 (a) of the RFC Act and sections 
302 and 714 of the Defense Production Act for the reason that the loan applied 
for could be made available from other sources. The loan was recommended by 
the Small Defense Plants Administration in the amount of $60,000 under section 
714 of the Defense Production Act. The sole basis for the decline was the un- 
willingness of the president of the applicant corporation to dispose of certain 
personal assets. Administrator McDonald held that in view of the opinion of the 
General Counsel,, with which he concurred the funds were not available to the 
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corporate applicant from the president, Furthermore, the loan could not be 
rejected, as a matter of policy, because the principal stockholder was unwilling 
to take a sufficient risk as the president was willing to unconditionally guarantee 
the repayment of the loan. Accordingly the Administrator authorized a loan in 
the amount of $60,000 under section 714 of the Defense Production Act. 
In six cases the Administrator or Deputy Administrator has reversed a favorable 

finding of the board of review and declined to make a loan, These cases were: 

Wardrup Packing Co., Inc., Blackey, Ky. 

Tyson Bearing Corp., Massillon, Ohio. 

R. & G. Manufacturing Co., Muncie, Ind. 

Howard W. Christmas trading as Christmas Iron Co., Miami, Fla. 

Rex Bassett Inc., Ft. Lauderdale, Fla. 

Ivy H. Smith Co., Jacksonville, Fla. 


NEWSWORTHY LOANS IN PROCESS 


Mr. Gary. I notice in the Washington Daily News of Wednesday, 
May 7, there was an article by Mr. James Daniel, in which he calls 
attention to the fact that the same crowd is back seeking RFC loans. 
Are you familiar with that? 

Mr. McDonatp. Yes; very familiar. That San Manuel loan, 
again, goes back to what we were speaking about. 

Mr. Gary. This was the Central Iron and Steel. 

Mr. McDona.p. Oh. Is that Central Iron and Steel? 

Mr. Gary. Yes. 

Mr. McDonatp. Central Iron and Steel was turned down. 

Mr. Gary. It was turned down? 

Mr. McDonatp. Yes. That is history. That is Daniel, is it not? 
He wrote about San Manuel, too, and I thought perhaps you were 
going to bring that up. That is a very interesting loan which is in 
process now. 

Mr. Gary. What are the facts on that? 

Mr. McDona tp. It is a loan for in excess of $100 million for the 
San Manuel mining claim in Arizona. It is a copper loan. When 
you speak of copper, that is a very critical metal. 

If you will notice in the paper, yesterday, they pulled on the stock- 
pile for 22,000 pounds of copper. Because of the Chile hold-up they 
cannot get the copper there. 

I think the figures will show that 40 percent of our usage of copper 
is imported. Last summer, or maybe it was last fall, Mr. Symington 
made a loan, or authorized a loan of fifty-some-odd-million dollars 
to the White Pine Copper Co. in the Upper Peninsular of Michigan. 
That is to be a very extensive mining operation. It comes, of course,: 
up in the copper country. 

But this strike of San Manuel, owned by Magma, is perhaps the 
biggest and finest deposit of copper ore in the United States, or in 
this hemisphere. Now, they own that, and they are copper people. 
They are mining people. They have been asked to exploit that. 

The question then was: How should they do it? Could they get 
private capital? To get private capital requires, you might say, a 
guaranty on the part of the Government to buy until the debt is 
completely liquidated. But just taking it for a moment, I can say 

that over in the Securities and Exchange Commission, when we 
witnessed the formation of Atomic Energy, Inc., which was financed 
by three large utility holding companies for 10 or 12 percent of the 
equities, the companies underwrote the contract on the basis of the 
Atomic Energy Commission, taking a contract for the atomic energy 





54 


produced. Here you could not do that, because there was no authority 
for the Government to go into that long-term purchase of copper. 

How are you going to get enterprise started? We have a very strong 
Certificate of Essentiality from the DMPA, the Defense Materials 
Production Administration. Now it is up to us, after certain other 
things of some rather unimportant details have been ironed out, 
to set up a financial structure upon which we would loan the $100 
million or $111 million which is requested. We are working on that 
right at this time. I could not say as to whether or not the loan will 
be granted, but this production would represent an increase of 8 per- 
cent on the total production of copper for this country. It does 
represent, perhaps, the exploitation of the best deposit of copper ore, 
and it will represent, perhaps, one of the lowest production cost 
sources of copper. 

There is where the RFC can do a real service. That is where it is 
up to us to examine and to work the details out for the financial 
structure to the best possible advantage for a return. 

Now, you are dealing with very substantial people. The Magma 
people are good production people. They are mining people. They 
know their business. But it is just a limitaion on the amount of 
funds they could muster. In other words, the company itself would 
not be in any position to promote this enterprise from the standpoint 
of financial requirements. 

Is that sufficient on that? 

Mr. Gary. Yes. Did the review board recommend that? 

Mr. McDonatp. They have not gotten into that yet. It has not 
come that far. In a big loan like this, we take an interest in this big 
loan, because it is of unusual significance. If you are talking about a 
$50,000 loan, or a $100,000 loan, it would be rutinely processed, but 
this is one which we want to give special attention to. In fact, we 
had a meeting this morning with Mr. Larson of DMPA. We think 
we have the thing coming along in fairly good shape. This will not 
be processed, so to speak, or put to the review board, I would say, 
for another week or 10 days. 


PRIVATE LENDING ACTIVITIES 


Mr. Gary. How does the volume of the RFC lending activities of 
the past several months compare with the rate of private utilization 
of credit? 

Mr. McDona.p. You have those figures, Mr. Burrows. 

Oh, wait a minute. The private utilization of credit? I would say 
it is favorable. That is a quick answer, without checking, but if you 
take the voluntary credit restraint program, which now is off, but 
until very recently was in vogue, it placed certain restrictions morally 
at least upon the loaning agencies, such as the banks and institutions, 
and it had curtailed it. At this time I would say that perhaps we are 
in more of a slump asa result of the adverse publicity and the scandal 
and the like. I think that has had quite a bit to do with people who 
might have come to the RFC otherwise, and we only take those cases 
where credit is not available otherwise at reasonable terms. 

I think generally, for a ‘‘yes’’ or ‘“‘no”’ answer to your question, I 
think our curve is following pretty definitely after the business curve 
for other agencies loaning. 
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REFUNDING OF BUSINESS LOANS 


Mr. Gary. What is your policy now with reference to refunding of 
business loans? 

Mr. McDona.p. Refunding? 

Mr. Gary. Yes; are you doing any refunding? 

Mr. McDonatp. Well, you mean where the RFC now has the loan? 

Mr. Gary. Yes. 

Mr. McDona.p. There may be cases sometimes, but that is not 
very general. In other words, if the RFC has a loan and it is in good 
standing and they are asking for an additional loan for another pur- 
pose, generally speaking that loan is left alone and let stand. 

Mr. Gary. In the report of this committee last year on the supple- 
mental appropriation bill, our House Appropriations Committee 
said this: 

The committee also urges the corporation to make a prompt reexamination of its 
policy on refunding business loans. Out of 944 refunded business loans outstand- 
ing on May 31, 1950, 95 loans, or about 10 percent, were delinquent, and 40 were 
in liquidation. During the 10 months ending March 31, 1951, 254 loans were 


refunded, of which 57 were delinquent at the time of refinancing. And 15 of the 
new loans disbursed to refund these 254 loans were delinquent on March 31, 1951. 


Mr. McDona.p. Mr. Burrows just hands me this. 

Refunding loans approved during the period July 1, 1951, through April 30, 
1952. 

Refunding loans approved during the period: 39. $4,215,477. 

Loan indebtedness to be repaid from proceeds of new loans: 39. $1,156,429. 

Status of loans to be repaid: Current: 35; Delinquent: 4. 

Would you expand on that a bit? 

Mr. Burrows. I would like to expand only for this purpose, Mr. 
Chairman: These figures, even though they represent only a very 
small activity, are in themselves rather confusing, because I do not 
know of a case where we have made a loan merely to refund a delin- 
quency or to refund the balance of a loan. Usually it is a loan for an 
additional purpose. 

Generally speaking, it is a working-capital loan on top of a fixed- 
asset loan, for the purpose of financing a contract, or for something 
of that nature. Instead of making two separate contracts it is 
administratively convenient to put the two loans together into one 
loan. Therefore, technically they are repaying the outstanding 
balance in order to get one larger-sized loan. 

Therefore, in order to analyze any of these figures to determine 
whether we are doing what I think you have in mind, namely, making 
the loans current by making an additional loan, it is a very difficult 
thing to reflect statistically; I know of no case where a loan was made 
solely for the purpose of correcting the delinquency. 

Mr. McDona.p. May I take that up for just a second? It is 
pretty hard to establish a yardstick by which you could measure that. 

For example, suppose that a man had a $500,000 loan and had paid 
down to $250,000, and he gets in trouble and is delinquent. Now, it 
might be that if you were an individual banker that by loaning a little 
more money and putting him current and giving him working capital 
on refunding you might be in a large measure helping your credit. 
This is something you would have to look at. Whereas, if you walked 
in and foreclosed, you might have a very bad loan, and a write-off. 
You would have what we might call a “work-out.”’ That does not 
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pei: very often, but that is a case where you have to sit down and 
analyze the facts, and use your judgment as to what is the best thing 
to do. You have to change conditions. You may have to change 
payments. You may have to change terms. A great many things 
come up after a loan is made, when it starts to go bad. 

Mr. Gary. I understand that of these refunding loans now only 
four are delinquent. 

Mr. Burrows. Yes, sir; of those made during that period. 

Mr. Gary. Is that a better record? 

Mr. McDona.p. I would say it was. 

Mr. Gary. You have improved your record to some extent on that 
type of loan, then? 

Mr. Burrows. Yes, sir. 


FIELD OFFICES 


Mr. Gary. We were discussing a few moments ago the question of 
giving the authority back to the local field offices to make these loans 
in certain instances. I notice that you have on page 39 of the justifica- 
tions a list of the branch or field offices. I would like to insert that 
list at this point in the record. 

(The matter referred to follows:) 


The offices are located as follows (branch or field office listed immediately under 
supervising loan agency): 


Atlanta Minneapolis 
Birmingham Nashville 
Boston New Orleans 
Charlotte New York 
Chicago Oklahoma City 
Cleveland Omaha 
Columbia Philadelphia 
Dallas Portland 
Denver Richmond 
Detroit St. Louis 
Houston Salt Lake City 
Jacksonville San Antonio 
Puerto Rico San Francisco 
Kansas City Reno 
Joplin Seattle 
Little Rock Anchorage 
Los Angeles Spokane 
Phoenix Helena 


Louisville 
PROFIT AND LOSS STATEMENT 


Mr. Gary. Have you a profit-and-loss sheet for the entire corpora- 
tion available? 

Mr. Burrows. We got this up especially for the committee. 

Mr. McDona tp. If that is the one I was looking at, that should 
show $622 million, should it not? 

Mr. Burrows. This is just for the 3 years. 

Mr. McDona.p. Oh. 

(Discussion off the record.) 

Mr. Gary. According to this statement the net income for 1951 
was $12,735,426. The estimated income for 1952 is $25,842,757. 
The estimated income for 1953 is $15,625,500. 


2 
4 
| 
4 

4 











eeows— 


ed 


cs" #¢ 








57 






PAYMENTS ACCRUED TO UNITED STATES TREASURER 


I notice underneath that that you have: 

“Payments accrued to the United States Treasurer’ of $66 million, 
$90 million, and $136 million, respectively. How is it that you are 
paying those amounts to the Treasurer out of that amount of income? 

Mr. Burrows. The statement is a conventional treatment of in- 
come and expense. The payment to the Treasury represents the net 
income plus proceeds from the sale of property plus such noncash 
items as depreciation, which we collect as an expense in our program 
and which also goes to the Treasury. Those are the principal dif- 
ferences which make up the difference between net income and the 
actual proceeds which go into the Treasury. 

Mr. Gary. You mention proceeds from the sale of property. 
That is in the liquidating part of your program? 

Mr. Burrows. Thatis right. I would like to give you an example. 

If we have a property which was acquired at a cost of $100, which 
may have been a wartime property, and we sell that for $50, this 
statement would show a loss of $50. Actually it would be a return of 
$50 to the Treasury. 

Mr. Gary. It would be a loss of $50, but a payment to the Treasurer 
of $50, because you pay in the amount you actually receive. 

Mr. Burrows. That is correct. 


EFFECT OF CHARGING CORPORATION INTEREST ON PRESENTLY 
INTEREST FREE CAPITAL 


Mr. Gary. What would be the effect of charging the corporation 
interest on the present interest-free capital? 

Mr. Burrows. Well, the effect would be, of course, to reduce our 
income by the amount of that interest. 

Mr. McDonavp. May I ask: What rate did you have in mind, 
Mr. Chairman? 

Mr. Gary. Well, at the Treasury rate. 

Mr. McDonatp. We pay interest on our funds, with the exception 
of what capital we retain, which is about $350 million. 

Mr. Burrows. That is right. 

Mr. Gary. My question related to the interest-free capital. 

Mr. McDonatp. The interest-free capital would be 2 percent on 
$350 million. It would be $7 million net. 

Mr. Gary. You would still have a surplus? 

Mr. McDona tp. Yes, sir; we would still have a surplus. 

Of course, $100 million is the capital stock, and the other $250 
million represents retained earnings. So with a normal corporation 
naturally that would be surplus. 

What has been declared out to the Treasury as dividends is gone. 
A normal corporation would not pay for its earned surplus. 


PAYMENT OF DIVIDENDS FROM LENDING PROGRAM 


Mr. Gary. You have dividends here from the lending program of 
$16 million. 

Mr. Burrows. The difference between the net income and the $16 
million? Is that what you are getting at, sir? 
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Mr. Gary. That is one thing. What is the basis for the payment 
of those dividends? 

Mr. Burrows. The dividend is paid on anything over the retained 
earned surplus of $250 million. Any other surplus or net income over 
and above that amount goes into the Treasury. We had an earning 
of $7.6 million. That would normally go into the Treasury. In 
addition to that, we were able to adjust our valuation reserve by $8.7 
million which made up the $16 million. 

In other words, we have a valuation reserve behind all of our loans. 
Each vear we examine it to determine whether it is adequate to cover 
the anticipated losses. If it is more than adequate that difference, too, 
goes into the Treasury as a dividend. 

Mr. Gary. How much does the Federal Government at the present 
time have invested in the corporation? 

Mr. Burrows. $100 million of capital stock. 

Mr. McDona.p. Actually it is ahead, because there have been 
paid into the Treasury about $343 million, have there not? 

Mr. Burrows. That is right. 

Mr. McDona.p. The actual investment, to answer your question, 
was $100 million. 

Mr. Gary. You say you have funds in the amount of $350 million 
which you are not now paving interest on? 

Mr. McDonatp. We can break that down for you. There is $100 
million for the capital stock, $250 million is retained as earned sur- 
plus, just like any corporation would have earned surplus. That is 
retained. That is $350 million. 

In addition to that, of course, we have reserves for other things. 

Mr. Gary. Then this dividend you pay is more than the Treasury 
rate of interest on the entire amount of Treasury funds vou are using, 
is it not? 

Mr. McDonavp. That is right; at Treasury rates. 

Mr. Burrows. You could take the view, based on the $100 million 
investment, that this was a 16-percent return on the money. 

Mr. Gary. Or, if you take into consideration the fact that they 
have $350 million there, then that is more than 2 percent on the 
$350 million. 

Mr. McDona.p. That is right. 

Mr. Burrows. $250 million was earned, you see. It is not a 
Treasury investment. 

Mr. McDona.p. If you employ the regular accounting methods, 
the only capital you would charge would be for the actual outlay of 
capital, which is $100 million. 


DETAIL ON LENDING ACTIVITIES 


Mr. Gary. Will you provide for the record at this point the accumu- 
lated loan disbursements and accumulated net loss from loans charged 
off, and the number of direct loans, immediate and deferred participa- 
tion loans, over and under $100,000? 

Mr. Burrows. Yes, sir. 

(The matter referred to follows: ) 
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Business loan authorizations cumulative through Mar. 31, 1952 


{Dollar figures are in millions) 





} } 
| Number Percent | Amount | Percent 





Size of loan authorizations: | i 
$100,000 or less_...._-- iid Beedbacaic on dnlm dwccneke eaaledm icant | 56,535 | 90.4 | $1,366 | 24.8 














(5 eepalee ill icine il agape dr SAU, « Settee menor Gy 9.6| 4,133 | 75.2 
0 OES ES aaa? Ee ERD CE RO eats eee | 62,533; 100.0] 5,499 | 100.0 
Type of loan: | 
Direct loans-.-.-.----- Pitnectiicpighanbndesnuntecsmansceeed. «On? 58. 4 3, 319 60. 4 
Peeeeenie Bhi cs  e | 26, 036 | 41.6 2, 180 | 39.6 
a: DRS 2 SaaS 2 ANY SS aes CWE eS | 62,533} 100.0] 5,499 | 100.0 
| | | 





Summary of loan disbursements and book charge-offs, by types of loans, cumulative 
through Mar. 31, 1952 





Amount dis- | Amount 


























bursed ! | charged off 
Business enterprises: | 
TREE iit adaiwasies seiddebbisetrkwedsstswethibexeccushGesiécew $1, 239, 357, 815 | $11, 643, 927 
I i ck tae deat aehe dbs ocennwecamdige san eséesds 118, 091, 073 | 2, 106, 331 
Immediate participations in bank loans--_.......-...-.-----.--- nate 38, 226, 116 | 404, 633 
Deferred participations purchased .._..............-----------.------ | 61, 405, 560 | 5, 197, 213 
TOR. -5.--5--- samc aban dalle abecws ig Ha Sa cakananaitetee<tGEb | 1,457, 080, 564 | 19, 352, 104 
Mining loans: | 
ID ed. ba vecaguneainkednied hpicte a a } 18, 683, 690 | 5, 251, 028 
RE te oe ieee cane adadeeet  uhassanchiseibaiiemiicnsiebhies Mipsis Rd Solids esd | 10, 969, 178 | 2, 635, 529 
TR Bn secs. thcebanddgabnedwcntgadeweddedadnibh <acidumwwiduns 29, 652, 868 | 7, 886, 557 
National defense loans: | 
(NEES SEL STE ae ena ETT A SoS aN) ek ON Kee Pee ---| 888, 379, 023 | 2, 280, 922 
Participations sold é i sine a. aces espe aacoekciig ssi nasi idlacaoie Was dusosbincay whacade 54, 125, 226 | 9, 946 
Immediate participations in bank loans._................- ---.----- | 9, 242, 680 | 297 
Deferred participations purchased --..........---.----------.----- as 8, 648, 801 | 353, 153 
eS OS AE TET Se Ue eee ee ns ne, ees ae ee | 960, 395, 730 | 2, 644, 318 
Subtotal, business enterprises..........--..-....---------+------ _..| 2,447, 129, 162 | 29, 882, 979 
Se CONN os, 5h se aendn samnmeabs Hedin ode gag aagcns daenemaiecny 37, 500, 000 | 35, 467, 499 
otal: Wiesiienn omnes. oii ok he npg dish a nebneaee => 2, 484, 629, 162 | 65, 350, 478 
Railroads (including purchases from PW A) 7 : 


19, 124, 315 






Financial institutions: 














Banks and trust companies__--- dicanideada sie dack eng le wh kite a Snes | 3,420, 159, 347 | 27, 129, 108 
I IG 6a ib adn rine dd deabbee<tagensbsicssavie>- | 90, 693, 210 | 405, 663 
Mortgage-loan companies-_.__._--..........-.----------- Pert a ies | 389, 254, 173 11, 066, 341 
, | MRR Ee Sens nadadabcthuainmna cepibtidenhengeidincsvdas hte | 3,900, 106,730 | 38, 601, 112 
CGIEIING FONE otis =o ads cca babsagdsctasaaecngechnechpecssphe anal 63, 053, 306 3, 532, 440 
Political subdivisions of States and Territories (including purchases from | | 
SN ia a 0 ae nemegen belt 1, 268, 858, 393 | 10, 253, 753 
ok EREPESE REITER 8 DS EES Sere etd ESE SEES RO Peewee so LSadebacaud 285, 202, 315 | 237, 731 
Miscellaneous other losses and recoveries, net.....----.-- eiecintiig iol tepyion arnt | atin coma ge il atl 1, 620, 098 
OE i Wald th ae, dah tidbindl Acs ainl) ~~ > pitts biden "9, 139, 671,281 | ‘138, 719, 927 
Deduct income and profits from properties and securities aequired in | 
liquidation of loan indebtedness. -__.....-....-.-----.---- Sk EASE AS © io awebeswccenticas } 2 49, 402, 801 
ee Gs Pe INGE. ib og. conc pote awake dono bcag eon re podw oon cenine 89, 317, 126 








1 The above summary does not include disbursements on FHA-insured and VA-guaranteed mortgages, 
loans to foreign governments, and loans to other U. S. Government agencies as no losses were incurred in 
these categories. 

2 Administratively, the Corporation in determining whether it has suffered a loss with respect to any 
given loan has always taken into consideration the resuits of the disposal of collateral acquired in connection 
with the foreclosure of such loan. Of this basis, losses are ascertainable with respect to any given loan only 
after all of the acquired collateral has been disposed of. However, under its present accounting practices, 
the Corporation, at the time it forecloses the borrower’s interest in the collateral, determines by appraisal 
the then existing value of such collateral and, based on such value, records in its books a related loss on the 
loan. The results of the subsequent liquidation on the collateral are statistically identified with the original 
loan but are recorded in its financial statements as profits or losses from the disposal of collateral rather than 
as increases or decreases of the loss on the loan. 
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PRODUCTION AND LIQUIDATION PROGRAMS 


Mr. Gary. With reference to the ‘Production and liquidation 
programs’’ we will insert the table on page 109 of the justifications 
entitled ‘Production and liquidation programs—Business-type state- 
ments—Program high lights.”’ 

(The matter referred to follows: ) 


Production and liquidation programs—Business-type statements— Program 
high lights 


[In millions of dollars} 











} 

| 1951 actual 1952 estimate | 1953 estimate 

Synthetic rubber: 
Purchases and processing costs_............-..-...---....- $257.8 $329. 1 $281.1 
| RSS IEE AN SSR tak et SSR Ge Rei 298.1 416.7 358.8 

Tin: | 
Purchases and processing costs... ......---.---------------| 108, 1 149, 4 201.5 
eae Se i on on na i ET OLN, SME 112.9 181.9 201.8 

Abaca: | 
I MONRS paicr rcpt cen csdattadce acces csnetmesce 6.4 7.5 7.0 
Re aie A RR ae I RS 8 | 5.5 7.5 7.5 











LANGUAGE CHANGES 


Mr. Gary. Now will you explain to us this proposal for your 
production revolving fund? 

(Discussion off the record.) 

Mr. McDona.p. We have a statement with reference to the pro- 
duction revolving fund in a general statement concerning all the 
language changes which is in the bill. 

Mr. Gary. You may read that statement into the record at this 
point. 

Mr. Burrows. The language accompanying the Corporation’s 
1953 budget estimates changes in four respects from last year’s. 
(1) The amount of limitation was changed from $17,750,000 to 
$16,850,000, in accordance with the amount recommended in the 
President’s budget, as amended May 9, 1952. (2) The language 
providing authority to purchase passenger motor vehicles is elimi- 
nated, since it is not planned to make any replacements to the Cor- 
poration’s fleet in fiscal year 1953. (3) The provisions of the Flood 
Rehabilitation Act, 1951, applicable to RFC, are deleted. One 
provision of this act amends the administrative expense limitation of 
the Corporation for fiscal year 1952 and thus is not pertinent to the 
fiscal year 1953. The other provision amends the RFC Act, and, 
therefore, need not be repeated. (4) There is a substantive language 
change authorizing the establishment of a production revolving fund 
to finance the Corporation’s synthetic rubber, tin, and abacé fiber 
programs. Currently, these programs are financed by proceeds 
resulting from the liquidation of various of the Corporation’s World 
War II activities. In view of the continuing nature of the production 
programs, it is desirable that they be independently financed. This 
can be accomplished by authorization of a revolving fund. The 
composition of the proposed fund is set forth on page 14 of the justi- 
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fication. The fund would consist of the assets of each of the pro- 
duction programs less their related liabilities, and in addition, $66.9 
million to be transferred from the liquidation proceeds I have men- 
tioned. This cash, as you will see from the analysis on page 14, is 
necessary to provide for planned capital facilities and working capital 
expansion of the three programs in the fiscal year 1953. Also, in the 
case of the fiber program, $11.6 million is provided for a subsequent 
period to complete the $35 million expansion of acreage authorized 
in the Abacaé Act. The chart on page 16 illustrates the fund relation- 
ship with the Treasury Department. You will note that the fund’s 
cash account, shown in the lower right-hand corner of the chart, acts 
as a depository for any cash temporarily excess to the day-to-day 
needs of the fund, and also as a source of working capital when re- 
quired by the fund. The remaining cash relationship with the 
Treasury is illustrated by the flow of annual interest payments and 
payments of annual net earnings from the fund to miscellaneous 
receipts of the Treasury. There are many advantages to the establish- 
ment of this fund. It will establish a specific limitation on the financ- 
ing of the programs, and thereby will permit better budgetary control 
by the Congress with respect to the annual levels and scope of opera- 
tions of each of these programs. The Corporation’s accounts will 
reflect the true cost of operating the programs. For example, under 
the proposed language, annual interest payments will be made to the 
Treasury based on the average amount of the Government’s invest- 
ment in the programs during the course of the year. This is not true 
at the present time. The programs are part of the Corporation’s 
liquidation activities, and payment of interest to the Treasury is not 
required, even though interest charges are reflected for statement 
purposes. The Corporation would also pay annually a dividend to 
the Treasury of the net earnings of the fund. Finally, establishment 
of the fund will not require an appropriation. The cash required to 
establish the fund is provided by transfer of liquidation proceeds 
which the Corporation is currently holding; therefore, establishment 
of the fund, as proposed, has no impact on Federal expenditures. 

Mr. McDonatp. This simply simplifies your accounting and makes 
it easier? 

Mr. Burrows. Mr. Chairman, it not only simplifies the account- 
ing, but actually gives more financial responsibility to the Corporation. 

At the present time we are operating out of the liquidation fund, 
which is, to some extent, a miscellany fund. Under this arrangement 
we are operating under specifie funds definitely designed for that 
purpose, which will specifically appear on the RFC balance sheet, 
and for which RFC must accept responsibility. 

Mr. Gary. You can, however, continue to finance. this program 
during the next year out of the proceeds from the liquidation program? 

Mr. Burrows. Yes, sir. I would also like to add that we have 
gone over this arrangement with the General Accounting Office, the 
Bureau of the Budget, and the Treasury, and they are all in agree- 
ment that this is a much more responsible method of financing. 

Mr. Gary. Off the record. 
(Discussion off the record.) 
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RUBBER PRODUCTION SCHEDULE 


Mr. Gary. What is the present schedule of production of rubber 
for 1952? 

Mr. Spencer. Fiscal year 1952, 772,500 long tons. 

Mr. Gary. How many are programed for production in 1953? 

Mr. Spencer. 765,000 long tons. 

Mr. Gary. What is the present price of natural rubber per pound? 

Mr. Spencer. The price to industry, all of which is now sold 
through GSA, is 38 cents per pound. The market price is becoming 
a free matter as of July 1, 1952. The current quotation on the 
market is just under 30 percent. 

Mr. McDona.p. That is for futures? 

Mr. Spencer. For future delivery, September and October. 

Mr. Gary. The price is going down? 

Mr. McDona.p. That is a very interesting point. Mr. Spencer, 
will you give the committee the price 2 weeks ago? 

Mr. Spencer. Two weeks ago the price was about 37 cents—that 
was 3 weeks ago. 

Mr. McDona.p. In other words, there was a drop of 8 or 9 cents 
within that period. 

Mr. Spencer. Within the 3-weeks’ period. 

Mr. Gary. What was the prewar price? 

Mr. Spencer. About 16% cents, pre-Korea price. 

Mr. Gary. To what do you attribute this recent drop in price? 

Mr. Spencer. Primarily because of the supply of low-grade rubber 
in the Far East, and because of the substantial withdrawal from the 
market of GSA purchases for the stockpile, also with the availability 
of synthetic rubber and the plentiful supply and grades comparable 
in quality to natural. 

Mr. Gary. What is the price of synthetic rubber? 

Mr. Spencer. Twenty-three cents per pound now, net GR-S. 

Mr. Gary. Price of synthetic rubber is below that of low-price 
natural rubber? 

Mr. Spencer. On the low-grade natural rubber; yes. 


TIN-SMELTING PRODUCTION PROGRAM 


Mr. Gary. What is the current program of tin smeltering for 1953 
in tons? 
Mr. Burrows. It is expected we will be in normal production of 
tin at about the rate of 30,000 to 35,000 long tons a year. 
Mr. McDonavp. That is contained in the original statement, Mr. 
Chairman. 
ABACA FIBER PRODUCTION 


Mr. Gary. What is the present annual rate of production of 
abaca fiber in the Philippines? 

Mr. Burrows. I can furnish that for the record, Mr. Chairman; 
I do not have that information here. 

(The matter referred to follows:) 
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Philippines—Abacé production 


Year: Pounds 
1935-39--annual average _...--...-...---.--------------2 373, 785, 095 
We od Ba Gah ss ee ee ee and ee dgce ah io wai es Goer Sea or 109, 112, 916 
AB ALGER Sec 9 a ee SOS 5 OR eR ES 222, 042, 583 
POMS. DiC SG Sache rst be PE aa Sh 163, 593, 239 
SOOO ial cai cispeirsss drenacind nails han 4hiesii-~ vs) ain-aanie 146, 296, 544 
ORES GR I a aah hig gas am Pe Fic RS 213, 414, 036 
as eek Fe On bh sie vi ms eat kak ods ae = oda 6 ce hax oe 278, 208, 736 
IES SREP RGIRR SIS SRA st Pca oly AML ae OR A 72, 916, 523 


Mr. Gary. How many years will it be before the additional 25,000 
acres that are being put into use will be self-sustaining? 

Mr. Burrows. That is a very difficult question to answer, Mr. 
Chairman, for the reason that although we have improved our agri- 
cultural methods steadily in Central America, we have no control 
over the price at which we sell. In going into some new plantations, 
we have every expectation of lower production costs, higher yield per 
acre, and while it will be difficult to state any definite figure, there is 
every indication that perhaps within 4 or 5 years, certainly before the 
end of the 10-year period, this program ought to be self-sustaining. 

Mr. McDona.p. It takes 4 or 5 years to get under way. 

Mr. Burrows. With the new acreage. 

Mr. McDonacp. The new acreage. 


ADMINISTRATIVE EXPENSES 


Mr. Gary. Why is it that your administrative expenses for the 
liquidation program do not decrease in proportion to the decrease of 
assets remaining? 

Mr. Mason. The primary reason, Mr. Chairman, is that the staff 
now handling the liquidation program has been reduced to almost 
the minimum number required for carrying on that activity. There 
are remaining , as you know, a number of plants that are under long- 
term leases, and in addition, we have quite a large number of out- 
standing claims in litigation which are not reflected in the assets or 
liabilities of the program because of their contingent nature. It takes 
a considerable part of the time of the staff to handle the problems 
arising out of litigation. 


DECENTRALIZATION POSSIBILITIES 


Mr. Gary. What savings would result from the return of records 
pertaining to deferred participating loans and employees leave from 
the regional to the field offices? 

Mr. Burrows. That would involve an additional expense of about 
$100,000. 

Mr. McDonaxp. You mean to get them back? 

Mr. Burrows. Yes. 

Mr. McDonaup. The question was what saving would eventually 
accrue. 

Mr. Gary. Yes. 

Mr. McDona.p. Would there be a savings? 

Mr. Burrows. I am sorry I misunderstood the question. At the 
present time the records are now maintained at 10 regional offices 
rather than in 31 offices. We are decentralizing the deferred par- 
ticipation records to 31 offices, but that will be done without expense, 
20558—52—pt. 15 
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because we are putting in a system. Rather than keeping the detail 
records ourselves, they will now be kept by the banks, so by a simpli- 
fication of the system we are able to make that decentralization at no 
additional cost at all. 

Insofar as the administrative cost records and the disbursements 
that take place under them at the moment, we now have them 
centralized at 10 offices rather than 31. It would cost some addi- 
tional money to put them in the 31. 

Mr. Gary. What saving will accrue from decentralization of the 
records pertaining to the deferred participation loans? 

Mr. Burrows. I do not know that there will be any saving, but 
there ought not to be any additional expense. 

Mr. Gary. Are you going to have to pay the banks for the service? 

Mr. Burrows. No. 

Mr. Gary. If the banks are going to service them without cost, 
why will you not save by turning that over to the banks? 

Mr. Burrows. We will save something, but it is difficult to esti- 
mate that, for this reason: We have already reduced these agencies 
to what we think is the minimum, and what they think perhaps is 
the breaking point. The elimination of record may take half the 
time of one person. While there may be savings, it is very difficult 
to measure the amount of savings that may result in the elimination 
of the time of that one person. 


RESERVES FOR ANNUAL LEAVE 


Mr. Gary. With the reduced scale of annual leave, why is the 
reserve increased? 

Mr. Mason. The increase in reserve is attributable to the excess 
of leave earned over leave taken, and the amount is based on an 
experience factor developed over a period of years. Logically, any 
reduction in the leave which may be earned should tend to reduce 
the reserve. However, our estimated expenses have already been 
reduced to give full effect to manpower savings attributable to the 
new leave act, Public Law 233. This reduction was made, as we 
understand it, by application of a uniform formula which has been 
used for all Government agencies, and it amounts to an average sav- 
ings of about 5 days per employee. On this basis, the total effect of 
the law has been to increase the productive time of employees, and 
therefore we do not believe additional effect should be given by reduc- 
ing our leave reserve. 

I would like to illustrate it in this way: an employee previously 
earned 26 days. He took 23 days leave and saved 3 days. Under 
Public Law 233 he is now entitled to only 20 days. Our estimates are 
based on the assumption that he will work the difference between the 
leave he previously earned and the leave he may now earn, or an 
additional 6 days a vear. 

If this is true, he will now take 6 days’ leave less than the 23 days 
he previously took, or 17 days. He is entitled to 20 days, so he will 
still save 3 days. 

Therefore, if we assume that the productive time of each employee 
increases by the average reduction in leave accomplished by Public 
Law 233, it is improbable that leave savings will be less than that 
experienced in the past. 
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PART-TIME AND TEMPORARY POSITIONS 


Mr. Gary. What has been your obligation to date in 1952 for the 
part time and temporary positions? 

Mr. Mason. I will have to provide that for the record, Mr. Chair- 
man. I do not have the accruals to date. 

(The matter referred to follows:) 


Part time and temporary employment July 1, 1951, through Apr. 30, 1952 


WeARSIOR siiain he etn 6d sank Gas Hie sei sale tae 1$151, 940 
SRR PS GA SPST Se ama pc SR OB are a ee RSS EN Se 48, 600 
WO. Sal. SE Se es ee See ae es fee 200, 540 


1 Of this amount $142,113 was for the payment of consultants through April 30, 1952, The number of 
consultants ranges from 19 on the rolls last December to 13 at present. 


NONADMINISTRATIVE EXPENSE ITEMS 


Mr. Gary. What is the basic reason, in connection with the 
original RFC legislation, for eliminating the amount of administrative 
expenses and limiting the item for foreign expense and legal fees? 

Mr. Mason. At the time that legislation was enacted, we were 
just getting over the wartime period, and we still had a substantial 
number of employees outside the limits of the United States. Much 
of that employment was of a temporary and local nature and we were 
not able to forecast with any degree of certainty whether we would 
have 500 people, or whether we would have 50 people, temporarily 
engaged in the liquidation of foreign projects. 

With respect to legal fees, at that time we were engaged in a large 
number of litigation cases, and again it was difficult to predict the 
amount of this type of expense on an annual basis. For that reason 
both of the items of expense were excluded from the limitation. I 
might say that those reasons do not apply any longer. 


OBLIGATIONS 


Mr. Gary. What is your total obligation to date? 

Mr. Mason. $14,372,000 as of April 30. 

Mr. CanFietp. Mr. McDonald, when the Reconstruction Finance 
Corporation was before us last year, the agency was a pretty sick 
set-up. I think it had lost the confidence of the American people, and 
there was a great question here on Capitol Hill whether it would be 
continued. My feeling is that Mr. Symington taking hold as Ad- 
ministrator, as he did, did much to rescue the agency as a going 
concern, largely through his evident desire to clean up, his publicity 
policy, and the assurance that he gave the American people that the 
RFC was to improve its moral health and do a real job with the tax- 
payers’ money of the country. 

ou stated today that you have been the Administrator now for 
some 90 days. 

Mr. McDona.p. Yes. 
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BACKGROUND OF MR. M’ DONALD 


Mr. CanrFre.p. Will you be good enough, at this point in the 
record, to tell us something about your background, your qualifica- 
tions for this assignment? 

Mr. McDonatp. You want me to go all the way back? 

Mr. CanrFievp. Briefly. 

Mr. McDonatp. When I started out, I thought I was going to be 
a lawyer. The First World War took care of that. I attended the 
University of Chicago, which gave me a bachelor’s degree, and after 
my service in the war I was with the Cleveland Electric Co., a light 
company. I was with them for about 3 years, at which time I was 
induced to go to Detroit, Mich., to take over the operation of a dairy 
company, about which I knew nothing; but a friend of mine had gone 
into it, put his investment into it, and I went into it with him. We 
grew from a very small outfit to a rather sizable outfit, and I sold 
out to the National Dairy Products Corp., after making it a State- 
wide organization. 

Then I was put in charge of the National Dairy Products operation 
in the State of Michigan, which was a sizable operation, remaining 
there until the early thirties. 

Following that I became a bit discouraged with the so-called 
absentee management; I wanted to get out for myself, and so I started 
in the investment business. After that I was appointed to the Securi- 
ties and Exchange Commission. 

In 1932 and 1933 and 1934 I was talking to one of my group who 
had been with the National Dairy Corp., who had run into some 
trouble with a large organization; they asked me to start a dairy 
organization, and to come into it, if I could find it possible. I did. 

While in the investment banking business I became interested in 
several manufacturing businesses. 

My experience in the banking business was from the standpoint 
of operation of businesses, as well as from the financing of businesses. 

I remained in the investment banking business until 1947 at which 
time I was offered—well, you are not exactly offered an assignment 
to an agency such as the Securities and Exchange Commission, but 
at least my name was proposed, some of my friends proposed my name. 
Thinking I would be here for a year or so, I did not, of course, first 
think I was giving up my partnership in the investment banking 
corporation, but I found that I gave up both my partnership and my 
business. I found myself after some 3 years as Chairman of the 
Securities and Exchange Commission from late in 1949 until February 
when I went over as Administrator of the Reconstruction Finance 
Corporation. 

Now, the Securities and Exchange Commission, I presume, offers 
a better opportunity to learn of the financial set-up and structure of 
business than any other place. I do not presume there is any other 
assignment in the Governmnet where vou do see the results of financing 
and where you do see the structure of corporate set-ups, and where you 
are passing upon reorganization, and that sort of thing, as much as you 
do in the Securities and Exchange Commission.. There you have an 


opportunity to review operations, all phases of operations, and interests 
of different concerns. 
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Mr. Canrretp. Mr. McDonald, when Mr. Symington took hold a 
year or so ago, he brought with him as deputy, Mr. Peter Bukowski, 
who I understand resigned about the same time his chief did. Have 
you, to the present time, filled that assignment? 

Mr. McDonaup. That is an interesting question, Mr. Canfield. Of 
course, choosing the deputy is something that you want to do very 
carefully, and I propose to do that, and up to this time we have not 
come up with one. 

Of course, it is a Presidential nomination. I wonder if I might say 
something off the record at this point? 

Mr. Gary. Certainly. 

(Off-record discussion.) . 


NEW EMPLOYEES 


Mr. Canrretp. Mr. MeDonald, have you brought into the service 
anyone to serve with you, to work with you? 

Mr. McDonacp. I have one or two; but I found some very good 
men there. 

Mr. CanFie_p. Would vou mind telling us who those men are? 

Mr. McDonatp. I brought Mr. Hill, who was with the Securities 
and Exchange Commission; and I also brought Mr. McTigue, who 
came over from the Displaced Persons Commission. 

Mr. CanrreLp. What are their assignments? 

Mr. McDona.p. They are both assistants to the Administrator, 
in different capacities: Mr. Hill, who is a young attorney, and I should 
say he acts as a sort of screening secretary; and Mr. McTigue handles 
special assignments. 

Mr. CanrFietp. Are they in new positions? 

Mr. McDonatp. They are filling jobs—as a matter of fact, we 
have less jobs, I think, by three or four, than Mr. Symington had at 
the time he was there. 

Mr. Canrietp. Mr. McDonald, in your statement today you said 
that whether the RFC is justified or not, you are not here now to 
debate. I refer to that because it may well be debated on the floor 
of the House, that very subject-matter, and that is why I am now 
asking some of these questions of you. 

Mr. McDonatp. Congressman Canfield, I will be glad to give you 
information which you might use, in case of debate; we will be glad 
to give you information which I think is rather convincing, that the 
RFC does fill a real important place in our economy. I would much 
prefer giving you the information which I am sure will be convincing 
proof than any argument I might make in justifying its operation, 
because I have always felt that the best evidence was the record of 
activities. 

ADMINISTRATOR’S POLICIES 


Mr. Canrieitp. Mr. Symington, during a previous appearance 
before the committee, outlined briefly his statement of policy, he 
described his program to clean up his plan of publicity. He gave 
assurance to the American public that the RFC was going to be a 
real, honest-to-goodness business. Can you tell us briefly what your 
policies are? 

Mr. McDona tp. I will be very glad to do so. 
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When I was with the}Securities and Exchange Commission I was 
convinced that that Commission as a commission could do its best job, 
do a good constructive job best by staying out of the press, because I 
looked at that time on the Securities and Exchange Commission as 
a policing agency, to keep order, a sort of housekeeping agency, and 
publicity does little, if any, good. 

When Mr. Symington came to the RFC he found a demoralized 
state of affairs and the American public wanted to be assured that the 
RFC was going to be run on a clean, straightforward, businesslike 
basis, and I think he did a good job in getting the point over. 

There is no question the activities of the agency dropped off during 
the period—that is just prior to or during that period; and I do not 
think that is attributable to any act or activity of his coming. But 
the RFC had a lot of adverse publicity, and Mr. Symington secured 
for the corporation a great deal of publicity which was favorable, it 
seemed to me at that time. We have assured, and in no uncertain 
terms, we have assured the public that we believe the corporation 
should be run as an honest-to-goodness business. 

Now, the policy as followed by the RFC since I came into it is that 
it is going to be a going, straightforward, honest-to-goodness business, 
with a straightforward policy. But a policy is one thing; actual 
adherence to its performance is another. 

Now, there may be some who will not agree with what I am going 
to say, but I do not believe that the RFC should be on the front page 
every day. I believe that it should do a good job without getting on 
the front page. I realize that we have a long ways to go to get back 
the feeling on the part of the public that we are a good agency; how- 
ever, some of the loans which have been made since I have been with 
the corporation illustrate the value of the agency. 

To get to the point that I had in mind a while ago, and if you will 
look at the statistics, they will show you what is happening, and will 
indicate to you that the RFC is a real agency and has a real, vital 
part in our economy. And it is on them that I base my whole case; 
that it is one thing to have a policy, but it is another to adhere to it. 
We are going to do an honest job, and we are going to adhere to an 
honest policy. 

Mr. Canrietp. Mr. McDonald, does the statement you have just 
nee mean that you are changing the RFC policy on publicity on 
oans? 

Mr. McDonatp. No. As a matter of fact, we have gone a little 
further by publishing pending large loan applications, for example, 
the hundred-million-dollar loan, such as I was discussing. Mr. 
Symington took the position that no pending loan application would 
be publicized. We take the position that large loan applications, 
expecially for the expansion of facilities, should be publicized. We 
take the position that a small loan must not be publicized until such 
time as it had been acted on, because if acted on adversely, such action 
may harm the applicant. 

Let us take an illustration in your home community, where a man 
makes an application for a $25,000 or $40,000 loan and is turned down, 
and there is a great deal of publicity given to that. He is hurt. We 
do not believe in that. 
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Mr. Canrietp. Mr. McDonald, are you indicating now that there 


_ has been a change in the position of the RFC, as described in the 


loan-agency bulletin contaiming the loan principles and procedures 
with direction to the managers of all loaning agencies? 

Mr. McDonatp. That relates to the last——— 

Mr. Horwitz. That was the temporary statement of principles 
used at that time prior to the first meeting of the loan policy board, 
as required by the reorganization plan of 1951. 

The board which consisted of Mr. Symington, Mr. Bukowski, 
Secretary Snyder, Secretary Sawyer, thereafter adopted with minor 
modifications the temporary statement of principles as their loan 
policy. That was issued as Loan Policy Statement No. 1, the loan 
policy board, and the corporation has been operating under that loan 
policy since that time. 

Mr. McDonatp. I thought you referred to instructions. 

Mr. Horwitz. That was a temporary set-up. 

Mr. Canrrevp. Harking back again to the hearings of last year, Mr. 
McDonald, I said this to your predecessor, Mr. Symington: 

I, too, feel that the public generally is pleased with the manner in which you 
have been cleaning house. Within the short time vou have been the head of the 
RFC you have indulged in some firings for good canse. That program is going 
to be continued; is it not? 


This was Mr. Symington’s answer: 

Yes, it is, Mr. Canfield. I am getting interested in a peculiar kind of bird 
that has been hanging around outside the agency, in an effert to get what he 
could out of it, without assuming any responsibility. From the standpoint of 
the hard-working people in the RFC who have had to put up with them, you 
might call those birds vultures. I am especially hopeful! of bringing to account 
one or two of these people who have obviously prospered tremendously by prosti- 
tuting their citizenship outside of the RFC, by utilizing the RFC as a handle to 
accomplish their ends. 

Now, have you had any trouble with birds of that kind since you 
have been Administrator of the RFC? 

Mr. McDonatp. We have not had any trouble with them. We 
have a great many calls from Congressmen and Senators, and I think 
they are very fair, and I am willing to state for the record that I have 
had no call in which I was not convinced that the Senator or the 
Congressman did not have an honest-to-goodness interest in his con- 
stituent, and I can see nothing wrong with that. If the question is 
put in the way of getting something to which they are not entitled, 
certainly I have not had any of that. 

Mr. Canrievp. I do not think Mr. Symington was referring to 
Congressmen, Mr. McDonald, when he made that statement. 

Mr. McDonanp. If you refer to people who were the so-called birds 
before us, we have not had that before us. 

Mr. CanFietp. And you are prepared to deal with such? 

Mr. McDona.p. Yes, I am. 

Mr. CanFie.p. I think we knew how Mr. Symington felt toward 
that kind of publicity, very definitely, when he appeared before us. 

Mr. McDonatp. We have had one or two cases, where there was 
a lot that came out as a result of publicity, and quite frankly it does 
~ do them any good. As a matter of fact, it will do them a lot of 

arm. 
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SOUR LOANS 





Mr. Canrizetp. Mr. McDonald, I am glad to hear that. Now, 
further referring to the testimony of your predecessor, Mr, Symington, 
and I am quoting him: 

“There are some loans that looked sour to me.” 

He told about making an audit of such loans. Do you today have 
many sour loans, or any that look that way to you? 

Mr. McDona.p. Mr. Canfield, there are some bad loans; there 
are some that we have in liquidation that are very bad; but you have 
got to look at the picture as a whole. With all due respect to anyone 
who passed upon the loans prior to the time of my coming there, 
or to the set-up in the RFC, due regard must be given to the character 
of loans made. Of course, they are not actually bank loans. They 
would not have come, unless the credit was otherwise not available. 
It would be reasonable to visualize a situation where the RFC would 
make a bad loan but you should realize that of a total of some $17.3 
billion worth of loans made up until April, the total write-off up to 
this minute is something on the order of 1.2 percent of the amount 
disbursed. 

Now, in a public agency that does look like a high percentage, but 
where we are dealing with such a terrific number of dollars, in the 
main, it will work out, I know on some loans 

Mr. Gary. If they had gilt-edged security, there would be no 
need for the RFC. 

Mr. McDonatp. There would be no need for it. But to answer 
the Congressman’s question more definitely, there are bad loans 
Mr. Canrrexp. I think we will have to answer the roll call. 








BALTIMORE AND OHIO LOAN 


Mr. Canrietp. Mr. McDonald, when Mr. Symington became 
Administrator of the RFC he obtained an attorney to advise him per- 
sonally regarding the B. & O. loan. Can you tell us what is the status 
of that loan? 

Mr. McDonatp, Yes, I can, Mr. Canfield. You are perhaps more 
familiar with the history of that loan on the Hill than ] am, but I do 
know that Mr. Symington appointed an outside attorney to make an 
investigation and a report. That report was, I think, finalized either 
the week before or the week of Mr. Symington’s leaving the RFC. I 
have read that report. It went into quite some detail. It is a rather 
lengthy report. It went into various details of the security and col- 
lateral posted, and the like. 

The upshot of it was that they did not recommend any action of 
any kind and came out with a finding that the loan was in good stand- 
ing and had been made in accordance with RFC practices. 

At the present time I think that loan is just about $70 million. I 
believe some time this week there is $1 million of that loan being called. 
They came in to see us last week. We own 4-percent secured deben- 
tures, collateralized debentures—they call them bonds, but they are 
really collateralized debentures. We have all of the outstanding 
issue. They have the right to call them in at par plus accrued interest 
at any time. They have that loan collateralized to the extent of 285 
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percent. In other words, for every dollar of debenture indebtedness 
to the RFC we hold collateral from them of $2.85. It is a very well 
secured loan. 

Mr. Gary. In that connection, Mr. McDonald, there is a short article 
in today’s Daily News which states that the Baltimore & Ohio Railroad 
Co. announced that it had made $7,197,276 in the first 4 months of 
1952, up 80 percent over the same period a year ago. 

Mr. McDonaup. They are doing very well. May I say, Mr. 
Chairman and Mr. Canfield, that there are certain people who feel 
that because the B. & O. are earning in excess of what they earned 
before, at least for a long period of time, that they should accelerate 
the payment of their loan. The RFC has a contract with them and 
they have a contract with us. As long as they keep up their payments 
and keep in good standing under the terms of the loan, there is nothing 
we can do to accelerate it, except to ask them to pay. We have done 
that and they are a little bit ahead of their schedule. 

In other words, their required annual payments I think amount 
to $416,000 and the loan in that case would run for some 50 or 60 years 
or more. They are ahead of the schedule a little bit. We are trying 
our best to get them to accelerate it more, but it is a good loan and 
I make that statement unreservedly at this time. 


EMPLOYMENT OF CONSULTANTS 


Mr. CanrieLp. Mr. McDonald, we have been informed concerning 
the appointment of consultants by the Administrator of the RFC. 
I understand that consultants are paid, at least some of them, $70 
per day? 

Mr. McDona.p. That is not true. 

Mr. Canrre_p. How much are they paid? 

Mr. McDona.p. $50. 

Mr. CanFretp. $50 per day? 

Mr. McDonatp. That is right. 

Mr. Canrrevp. I have been told that in the past as many as 33 
have been employed at one time, earning $50 a day for 5 or 6 days 
per week. Do you employ as many as that? 

Mr. McDonaup. Congressman, we do not. You have asked about 
something that is very tender with me. I do not like that type of 
employment. I like to get away from it as much as possible. 
Frankly, I like to have everyone on a regular basis. Since I have 
been there we have dropped I think four or five, and I am trying to 
get them all on a classified basis. You see, $50 per day, for 5 days 
a week comes to the same as a 16.0ra 17. Now, we have over there, 
in a very specialized agency, only 11 super grades. It is quite a 
problem. 

For example, I am talking to you in the presence of people who 
are interested in super grades, that is, a 16, 17, or 18. I understand 
that we have no 18’s and we have two 17’s. The rest of them are 16’s. 

Mr. Gary. For the benefit of the record, you are referring there to 
civil-service classifications? 

Mr. McDona.p. That is right; thank you, Mr. Chairman. 

Mr. Gary. We understand that, but somebody reading the record 
would not know, perhaps. 
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Mr. McDona.p. Thank you for the assistance. To answer you 
again, Mr. Canfield, I particularly do not like that type of employ- 
ment. I would like to get away from it as much as possible. 

Mr. Gary. We asked for a breakdown of temporary employees a 
little while ago. I wonder if you could show the number of con- 
sultants in that breakdown? 


Mr. Mason. Yes, sir. 


NUMBER OF LOANS OUTSTANDING 


Mr. Canristp. Mr. McDonald, how many loans would you say 
are now being processed by the RFC? 

Mr. Burrows. Do you want that on a monthly basis, Mr. Canfield? 

Mr. Canrrevp. I would like to know the number of loans now 
being processed by the RFC, and the number of people who are 
working on those loans. Can you give me a curbstone answer on 
that now, or would you have to look it up? 

Mr. Burrows. I can give you a somewhat curbstone opinion. For 
instance, last month, which would be representative, we had 158 
applications. We have approved around 70 loans. That is fairly 
representative. Let us say this year we will do a total of 500 loans 
other than the 302’s, which will be possibly another 100, or around 600. 
We will get something in the neighborhood of 2,000 applications. 


NUMBER OF PERSONNEL 


Mr. Canrieip. And the number of people working thereon? 

Mr. Burrows. On loans as such? 

Mr. CanFIELp. Yes. 

Mr. Burrows. Of course, Mr. Canfield, when you talk about 
people working on loans, the great majority of our loan staff, three- 
fourths of our loan staff, work on servicing outstanding loans, of 
which we have 9,000. We have, as of Apri 30, 207 in Washington 
and 1,454 in the field. 

Mr. McDona.p. This is the entire loan personnel, however? 

Mr. Burrows. That is right. And the field personnel of 1,454 is 
your entire field personnel including all administrative people. 

Mr. Canrietp. Mr. McDonald, is there a bill pending in the 
Senate sponsored by Senator Fulbright that would restrict your 
loans to small business? . 

Mr. McDona.p. I would like to ask Mr. Horwitz to answer that, 
if he can. 

Mr. Horwirz. It does not restrict the loans to small business. 

Mr. CanFieLtp. What restrictions are contained therein? 


Mr. Horwitz. Insofar as loans are concerned the restrictions are © 


three; one is the present restriction that the loan should not be made 
if financing is otherwise available. 

The second restriction puts into statutory form a policy matter, 
that all loans must be found to be within the public interest as deter- 
mined by the Loan Policy Board. 

Third, that in making a loan you should not depend entirely on 
the collateral for repayment, but that you require a finding that at 
the time of making the loan, the loan could be paid out of earnings 
or in some manner other than by liquidation, that is, there would 
be an expectation of that. 
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Those are the restrictions that appear in the Fulbright bill; of 
course, there are other limitations retained such as the one that there 
be a 10-year limitation on loans except those in a specific category, 
which have a longer maturity. Also the security provisions are the 
same. 

Mr. CaANnFieLp. You are projecting how many employees for the 
new fiscal year as compared to the number this last year? 

Mr. Mason. The total is 2,587 as compared with a current employ- 
ment for this year of 2,640. 

Mr. CANFIELD. So that there would be a net reduction 

Mr. Mason. There would be a net reduction of 53. 

Mr. CanFigetp. Of 53 employees? 

Mr. Mason. Yes. 

Mr. CanFieLtp. What was the top personnel employment in the 
RFC, what year? 

Mr. Mason. A little over 12,000 in 1945. 

Mr. Gary. That information, let me say to my colleague, is to be 
found on page 5 of the justifications, which gives those figures for 
each year since 1935. 





LIQUIDATION OF THE RFC 


Mr. CanFigeLp. Very good. Mr. McDonald, I am informed by 
the House document room that several bills have been introduced by 
Members of the House calling for the liquidation of the RFC, except- 
ing its work strictly in these defense undertakings that are document- 
ed in your estimates now before us. If legislation of that kind should 
prevail, what would it cost the RFC then to carry on the defense un- 
dertakings? Do you have any figures to show that? 

Mr. McDona.p. No, I really do not have any such figures. That 
would be supposition, but——— 

Mr. CanFretp. I have in mind the production programs. 

Mr. McDona.p. Production, and the defense loans? 

Mr. CanrFre_p. Production and the defense loans, that is right. 

Mr. McDona.p. It would seem to me, if it were defense loans, the 
big saving would be in your outlying agencies, but you would have to 
provide a method of servicing your existing loans. Just thinking 
out loud I should think that your largest saving, where you would 
make your most drastic reduction, would be on your machinery set-up 
for applications and examiners, and the like. But the servicing of 
existing loans, of course, would go on. If you asked me to put that 
down in dollars, I would have to have some assistance. We would 
have to do a little figuring on that. 

Mr. Burrows. We could do a little figuring, but im the first year 
I would doubt that it would save as much as $2 million. 


DISASTER LOANS 


Mr. Canrietp. Mr. McDonald, you have touched on your disaster 
loans and your being called upon in recent years to engage in that 
activity if it should occur. Let me ask you this question. If a flood 
should occur in my own State of New Jersey and damage were wrought 
to the extent of $1 million or $1,500,000, to homes and other property, 
how would you come into that picture? 
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Mr. McDonatp. What we do, after the area has been designated 
a disaster area, the closest servicing agency goes in there and works 
with the banks. The banks take those applications and help process 
them. We open emergency offices and send people to work with the 
local people. 

Mr. Canrietp. Your agency, then, has nothing to do with the 
declaration of a disaster area? 

Mr. McDonatp. Yes, we do. We declare that on evidence 
submitted. 

Mr. Canrrevp. Can you tell us anything about the criteria for 
designating an area a disaster area? 

Mr. McDonatp. There are several different steps leading up to it. 
For example, let us say that you have a flood or a catastrophe of a 
similar kind. You make your examination through different sources, 
_ local people and other people such as Army engineers, and the 

ike, to find out where the actual damage is and so forth. Upon that 
evidence we make a finding that a disaster area exists and so declare. 

Mr. Gary. If I may interrupt, just a few moments ago you said 
that if you stopped all loans except the production and defense loans, 
you would save scarcely over $2 million. What would you lose in 
profits? 

Mr. Burrows. It is pretty obvious that you would lose the profits 
on those loans that you would have made otherwise, but which you 
would not now be making. I did not include that. I was only talk- 
ing in terms of reducing expense. Obviously, including profits, there 
would be a net loss to the Government. 

Mr. Gary. You are paying the expenses of operating the corpora- 
tion out of the profits; is that correct? 

Mr. Burrows. That is correct. 

Mr. Gary. And if you cut the expenses, you would at the same time 
cut the profits? 

Mr. Burrows. That is correct. 

Mr. McDonatp. Mr. Chairman, I would like to make this state- 
ment, and I will ask these gentlemen to correct me if I am wrong. 
When we make a 302 loan, which is a defense loan, which is along the 
line of your query, Mr. Canfield, we do not get any return from that. 
That is not our fund. In other words, if we make defense loans from 
now until kingdom come, we would not make any money on them, 
because those are not our funds and we do not get that interest. If 
it is a bad loan it comes out of their funds. But we have certificates 
of essentiality before we go into those things. 

Mr. Gary. The expenses of handling loans come out of other 
profits that you make? 

Mr. McDonavp. That is right. 

Mr. Gary. But you make no profit whatever on the defense loans? 

Mr. McDona.p. That is correct. 

Mr. Burrows. The expenses come out of the fund, but we make 
no profit. 

Mr. McDona.p. The expenses come out of 302 funds, I believe. 
How do you work that out? 

Mr. Burrows. We work that out on a pro rata basis. It does 
not amount to very much, because obviously our organization is 
there and you cannot charge all of the expenses of existing organiza- 
tion to an activity which you are taking on. 
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Mr. McDonatp. We pro rate the expenses. I did not think of 
that. But we do not share in the interest. 


CIVIL DEFENSE LOANS 


Mr. CanFretp. Mr. McDonald, are you making any loans now for 
civil defense purposes? 

Mr. McDonatp. We have made two hospital loans. There are 
a couple more pending. 

Mr. Canrie.p. Would you elaborate a little on those loans? 
Civil defense happens to be a subject that interests me very much. 

Mr. McDonatp. We made one loan to the North Shore Hospital, 
Long Islaad, N. Y., in the amount of $750,000. It was authorized on 
the 28th of March. The purpose was to construct and equip a 186-bed 
nonprofit, nonsectarian general hospital. It was deemed to be in the 
interest of civil defense and in an area where it could be ver y definitely 
needed. The loan was authorized. I do not think it has been 
disbursed as yet. 

The other loan was the Forest Hills Foundation, Inc., Queens, N. Y.; 
$1 million, authorized on the 5th of May. The purpose was to aid in 
the construction and equipping of a 150-bed private, proprietary 
general hospital. The tot see is estimated to be $1,725,000, the 
balance of the fund to be obtained from stockholders. It is a 20-y ear 
loan at 5 percent. The Civil Defense Administrator certified the 
project was necessary for the civil-defense program and consequently 
we authorized the loan. 

Mr. Canrie.p. I believe you said that other applications are 
pending? 

Mr. McDona.p. That is right. 


ATTITUDE OF PRIVATE BANKERS TOWARD RFC 


Mr. Canrietp. Mr. McDonald, will you describe briefly what you 
feel is the attitude of the banking fraternity, the banking system in 
our country, toward the RFC at the present time; in other words, 
your relations with the banks of the country. 

Mr. McDonatp. There are some very interesting reactions, Mr. 
Canfield. I was in Chicago a week or 10 days ago and met with a 
group of bankers. Most of these bankers have had participating 
loans with the RFC. Most of these bankers are very sympathetic, 
unusually sympathetic toward the purposes and the conduct, if you 
please, of the RFC. There are certain banks that will take ‘the 
— that the Government should not be in the loans business, 
period. 

I might point out that the Government-loan program as conducted 
by the RFC is a very small percentage of the total loan business 
conducted by the Government as a whole. 

The banking fraternity—I say fraternity—the banking industry I 
believe on the whole have a divided opinion as to the RFC, but I 
a the preponderance would be in favor of the continuance of the 

Generally speaking, where you find banks that are participating, 
like the V-loan program, where they participate, where the bank wi i 
participate with you, the chances are you have a pretty good loan and 
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we try our best to keep the relationship with the banks as good as we 
can. In other words, we are used to working with the banks; we are 
part of the lending part of our economy. But we follow the banks, 
we do not precede them. 

Mr. CanFreLtp. Mr. McDonald, I am inclined to agree with the 
statement made by the chairman a few moments ago regarding the 
revolving-fund proposal. I do not understand how a revolving fund 
gives the Congress more control. It seems to me that the very purpose 
is to set up something that does not require annual congressional 
action. I am somewhat suspicious of revolving funds and I believe 
they should only be granted on the strongest justification. 

here is a fundamental rule in accounting that provides that all 
receipts from any source should go in the bank intact and all disburse- 
ments should be made by check. This is a good rule to remember in 
connection with the handling of public funds. 

I have in mind the statement made by Mr. Burrows that the 
Congress itself has taken some action in this matter. However, I 
do not believe we should approve this proposal this time. 

That is all, Mr. Chairman. 

Mr. Gary. Thank you, gentlemen. I have no further questions. 

Mr. McDonatp. Mr. Chairman and Congressman Canfield, it has 
been very interesting to be with you, and T wish to thank you very 
much for your very hospitable treatment. 


SUBCOMMITTEE ON DISTRICT OF COLUMBIA APPROPRIATIONS 


JOE B. BATES, Kentucky, Chairman 


SIDNEY R. YATES, Illinois LOWELL STOCKMAN, Oregon 
FOSTER FURCOLO, Massachusetts EARL WILSON, Indiana 


Wepnespay, May 28, 1952 
DISTRICT OF COLUMBIA 


WITNESSES 


BRIG. GEN. BERNARD L. ROBINSON, ENGINEER COMMISSIONER 
F. JOSEPH DONOHUE, COMMISSIONER 

WALTER FOWLER, BUDGET OFFICER 

WILLIAM G. WILDING, ASSISTANT BUDGET OFFICER 


Mr. Barrs. The committee will come to order, please. 

The meeting this morning is to consider the supplemental and 
deficiency appropriation requests contained in House Document 460. 
Four of the items in that document have already been disposed of, 
having been included in the urgent deficiency bill for 1952. 

The remaining items, totaling $1,133,660, cover a number of fiscal 
years. 

We will insert the appropriate justification pages as we go along. 


REORGANIZATION EXPENSES 


Funds available io obligation 


Presently Revised : 
- : : Jifference 
available | estimate Difference 
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Obligations by objects 
Object classification poem? Sores Difference 
ae Rr ae see eee Cane See eee a a $100, 000 | +$100, 000 











Mr. Bares. The first item is in connection with the reorganization 
of the District of Columbia Government, in the amount of $100,000, 
without fiscal year limitation, the expenditures to be made for any 
purpose deemed necessary by the Commissioners of the District of 
Columbia. Mr. Fowler, would you tell us who you would like to 
discuss that item? 

Mr. Fowxer. Mr. Chairman, the Engineer Commissioner, General 
Robinson, will justify the item for $100,000 for reorganization expenses. 

Mr. Bares. We will be glad to hear you, General. 

General Ropinson. Mr. Chairman, the President submitted to 
the Congress on May 1 Reorganization Plan No. 5 for 1952, which 
is a plan for reorganization of the government of the District of 
Columbia under the Reorganization Act of 1949. Hearings have 
been held before the Senate committee, and, so far as I know, there 
is no motion pending in either House of Congress for disapproval of 
this plan. 

It has been widely accepted by the people of Washington. There 
is practically no opposition to it, so it is fully expected that under the 
provisions of the Reorganization Act, that plan will become law on 
July i, 1952. 

The plan, in general, gives broad authority to the Commissioners 
to reorganize the Government of the District of Columbia. It 
abolishes some 95 offices and agencies in that Government, transfers 
their junctions to the Commissioners, and authorizes the Commis- 
sioners to organize new offices and delegate authority. The Commis- 
sioners have indicated their intention, under the authority expected 
to be granted by this plan, to consolidate these 95 separate agencies 
now performing municipal functions into 15 departments and two 
offices. This is for the purpose of giving better service to the public, 
for improving the administrative organization of the District of Co- 
lumbia, and to develop adequate management and proper economies. 

The key to the plan is the establishment of the Department of 
General Administration which will be a central management, house- 
keeping and administrative agency, and will include two new offices: 
one, a personnel office, which will provide the District of Columbia, 
for the first time, with a centralized personnel service that will be 
able to establish uniform policies, and procedures, and provide uniform 
administration in personnel matters for the many thousands of workers 
in the District of Columbia Government; and a new office of manage- 
ment, which is an advisory body with the power and responsibility of 
investigating all phases of administration and operation of the gov- 
ernment, with a view to improving administration and service. 

However, before we can get these improvements in administration 
and service and effect the economies expected under this plan, it is 
necessary to set up our new organization. We have, therefore, re- 
quested the sum of $100,000, to be used for reorganization purposes 
only. We need that sum at this time, because the money which is 
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available, while it can be transferred from one department to another 

under the reorganization plan as functions are transferred, cannot be 

transferred between appropriations, otherwise, even if needed for 

reorganization, and cannot be expended in any way not already pre- 

scribed by law. 

F — are we able to use for this purpose surpluses that may 
evelop. ; 

We need specific appropriation which would be limited to action 
under the Reorganization Act. It is not possible at this time to state 
in detail what that money will be used for. However, it is expected 
that the majority of it will be utilized in setting up the heads of the 
new departments which I mentioned, plus the personnel and manage- 
ment offices, and incidental expenses in connection therewith. There 
will also be some additional expenses in connection with the new 
Citizens Advisory Council. Although the members are not paid 
under the plan, the council will require office space and stenographic 
and administrative assistance. 

I believe that states the case briefly. I shall be glad to answer any 
questions, Mr. Chairman. 

Mr. Bares. I wonder, Mr. Commissioner, if this is going to be an 
annual thing; is it going to cost the District of Columbia that much 
more money annually, or even more than that? 

General Rosinson. We anticipate, of course, a part of the reor- 
ganization will result in increased services, but we are certain that 
with the set-up contemplated we will be asking eventually for less 
money than we otherwise would have, but for this plan. There are 
a number of fields in which we feel economies can be effected and 
which we would have reviewed by the new departments I spoke of. 

I might just briefly summarize some of the activities that we intend 
to undertake with this organization. One is the possible centralizing 
of approximately 25 to 30 separate accounts that are maintained by 
as many different agencies; a second is more effective expenditure 
and budgetary control through the consolidation of agencies. 

Mr. Bares. Have vou given any thought to the economies that will 
be effected in these particular agencies? 

General Rosrnson. We have given general thought to it, but in the 
absence of funds with which to work we cannot assign any dollar 
value to them at this time. I feel confident that the $100,000 will 
come back to the District of Columbia many times over, eventually. 
We do not have any definite figures, because we have not had the 
means of going into this up to this time; that is one of the things we 
intend to investigage with the new personnel. 

Mr. Bares. You have mentioned new personnel, I notice, in your 
prepared statement, creating two positions. Is there any thought of 
discontinuing or abolishing any jobs that you now have? 

General Ropinson. Yes; that will come as the result of the consoli- 
dation, and as the result of the investigation by the management 
office, we feel sure. 

ECONOMIES PROPOSED 


Mr. Bartrs. My thought about reorganization—and I want to say 
to you that frankly I have supported the reorganization plans—but 
my thought has always been that it is for the purpose of effecting 
economies. I am just wondering if you have gone into this thoroughly 
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enough to be convinced that instead of creating new jobs, you will be 
able to get better service, or equally as good service for the same or 
less money. 

General Roxpinson. If I may say, as the result of the experience I 
have had in the administrative end, and in jobs that I have held and 
supervised in the past, that it has effected very large economies, for 
instance, in the use of equipment, reducing equipment, consolidating 
agencies, getting rid of field offices, eliminating overstaffing, but 
unless we have the tools with which to effect these economies, we 
cannot even make a start. 

There are some 95 agencies now either independent, or semi- 
independent, that we would consolidate into 15 departments, just as 
a start. We have also plans to consolidate certain functions, and 
there are many fields in which we can effect economies, such as by 
consolidating housekeeping functions and by centralizing the admin- 
istrative functions of purchasing, supply, and property. The person- 
nel function alone is now scattered through many, many departments 
of the District of Columbia as are numerous administrative services, 
such as fiscal accounts, which I mentioned. 

Mr. Bares. Do you have any questions, Mr. Wilson? 

Mr. Witson. I do not believe I have, Mr. Chairman. 

Mr. Bares. It would not be possible for you to give us an esti- 
mated dollar value of these savings that you anticipate will be effected? 

General Rosinson. Not in advance of the study, and the study will 
have to be done by this new set-up. That is one of the lacks in the 
District of Columbia that we are trying to correct by this reorganiza- 
tion. 

Mr. Bates. Then, as a matter of fact, you have not completed the 
analysis of it as yet? 

General Rosinson. No. 

Mr. Baress. I believe that is all. Thank you very much. 


FiscaL SERVICES 
WITNESS 
GUY W. PEARSON, COLLECTOR OF TAXES, DISTRICT OF COLUMBIA 


SALARIES AND ExpENsES, Fiscau Service, District or COLUMBIA 


Funds available for obligation 




















Presently Revised | : 
available | estimate | Difference 
| ' 
Appropriation or estimate-__........- 5: See heen ys oe eee eee | $1, 900, 000 $1, 970, 000 - +$70, 000 
pee | | 
Obligations by activities 
Se ee iPahaten 
. Presently | Revised : 
Description available | estimate Difference 
| } 
1 DAMA os $880,608 | $880,608 |... 
Dee elidancaoanseeasicdeatnea 537, 245 | ) Se ae 
> nA Ac AST AER 473, 057 543, 057 |" +$70, 000 
PS NES Siege ESET eee Be 1, 900, 000 1, 970, 000 | +70, 000 
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Obligations by objects 
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; ; Presently Revised 
Object classification available estimate Difference 
ASSESSOR’S OFFICE 
Total number of permanent positions ..-.....................- 225 Es ii cca anton 
Average number of all employees-.---.............-.......-.- 223 Bee fete tk 
01 Personal services: 
oo oe eb ge SE, OEE e aL ee ee ERS Oe $800, 702 $800, 702 |-...--....-... 
Regular pay in excess of 52-week base_.-.-..._.___._- 3, 100 ts WEBB AMES 2S 
ORR! HORII ONE a... oh ics ce ee cence 803, 802 803, 802 j.............. 
Ae ales et kn OS viknincnhigsmtindcomsneepankens 2, 056 SSE SE 
03 Transportation of things...................-.-.-.---2-2._- wey 27 St sila 
04 Communication services......................-..--....... 18, 500 __.. 4 Sa 
05 Rents and utility services... ............-....--.-----2-2- 12, 000 C4 SRE 
06 Printing and reproduction........................--.-._.- 33, 173 es & 
07 Other contractual services. _-............_- ihbcnnsenagmme 5, 250 Gap Re Si 
G5’ Wapowee Oe Tere. ek eee rae 7, 803 A ki SRST 
NE hele GRR ctl ncaanipsa bighcipm <edsnsesccomaces 7, 064 WS BeXaees eden 
Total obligations, Assessor's office... ..............-.... 889, 698 ef ey ane 
AUDITOR’S OFFICE 
Total number of permanent positions. _..........______. ae 135 cosa) SE IRS RS 
Average number of all employees. __--__...........____- “4 134 | poe e oes ee 
01 Personal services: _ | 
Permanent positions... ............-..2....-.. Convene $485, 200 $485, 200 |.-...........- 
Regular pay in excess of 52-week base__......____. Send 1, 937 gil See RE 8 
Total personal services_____- RT RENE Bic mn 487, 137 A, Oa emcee 
OD * Tras li iat ck : phbs aden nebcibadakdine | 1, 625 pee Bb. dl ck. 
04 Communication services. .....................-......-.-.- | 4, 800 CBB WAS 
OS ments and Gity @ervicss..... ee | 26, 304 GS SMM #1 
06 Printing and reproduction -___--_--_._..-.....--.-.....-.-| 7, SMD Nkseccsihadi. 
07 Other contractual services-._-- aS wbedbbe~dcas | 2, 000 BM hs odieho. anne 
Oe Se MIU nn a nnn eccnseweces an } 5, 230 a. fg TTF 
OFT 8 tn ae se ti igh cine = cents Je Ce Sect 3, 149 3, 149 | Fine Le TNE Tk head 
Total obligations, Auditor’s office - P , 537, 245 537, 245 ae reek re 
COLLECTOR’S OFFICE sie | ire 
Total number of permanent positions ; ‘used 85 85 
Full-time equivalent of all other positions aan 3 | 3 
Average number of all employees mae a 88 | SS 
01 Personal services: me wits } gb I fs | i are 
Permanent positions - — $275, 818 | ok | ae 
Part-time and temporary positions y 2 8, 000 3 aphasia 
Regular pay in excess of 52-week base. __- pe ecg 1,079 1, 079 ngs texSanrnsen 
Total personal services ‘ shupaet 284, 897 | 284, 897 & bob. abbot chs 
OR: ee i a on a oo ee 100 | 100 |. ate UN 
04 Communication services : ath 6, 000 | 6, 000 | Etec paabd 
06 Printing and reproduction ; Pipes 82 2, 000 2,000 | 3 a 
07 Other contractual services -_ - ; PRS 800 800 | slipeicteclicaen 
08 Supplies and materials stan 21, 851 | ee ee 
09 Equipment__.__.__-- Spa Hpememitsant 7,409 | 5, erent Ss 
13 Refunds, awards, and indemnities (refund of erroneous | | | 
payments) ._........ DaGeteeh pas adachekeienn chisel 150, 000 | 220, 000 | +$70, 000 
Total obligations, Collector’s office.___...________.__. | 473, 057 543, 057 +70, 000 








Total obligations _ __. 


eo ae i 1,970,000, #70, 000 
i 


Mr. Bares. The next item is for an additional amount for salaries 
and expenses, fiscal services, fiscal year 1952, $70,000. 

Mr. Fowier. Mr. Chairman, Mr. Pearson will justify that request. 

Mr. Barrs. We will be glad to hear you, Mr. Pearson. 

Mr. Pearson. Mr, Chairman, this $70,000 request for supple- 
mental or deficiency item is to cover refunds. 

The refund appropriation for the current fiscal year, in the amount 
of $150,000, has been expended, and we have on hand, to date, ap- 
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proved items, for the refund of duplicate and other erroneous payments 
of taxes in an amount considerably in excess of $70,000. 
Mr. Fowuer. But you did not have that at the time you prepared 
this statement. 
ADDITIONAL REFUNDS APPROVED 


Mr. Pearson. That is correct, as late as the middle of March, the 
original schedule in the amount of $70,000 appeared to be sufficient, 
but due to completion of the processing of 1951 individual and cor- 
poration income-tax returns by the Assessor’s Office, personnel was 
released sooner than usual, and in the meantime, since the middle of 
March, the Assessor’s Office has forwarded to my office approved 
refunds, ready for payment, in the amount of $136,000. 

So today, I actually need, in lieu of the $70,000, the amount of 
$136,000. 

This is occasioned by two principal reasons: First, at the beginning 
of this year, on the Ist of July, due to action by the Board of Tax 
Appeals of the District of Columbia, we had a total of some $68,000 
in refunds which had to be paid immediately out of current funds. 
That was all unanticipated; it was too late to ask for a supplemental 
appropriation. 

Second, we have had some $60,000 in additional refunds during the 
year that were not anticipated, occasioned by court action, including 
action by the Board of Tax Appeals, involving payment of business 
franchise and unincorporated business taxes under the Revenue Act 
of 1947 where certain types of business were held not to be liable for 
payment of taxes which the District of Columbia had assessed against 
them and collected. Now we are required to refund approximately 
$60,000 this year for that type of business tax. 

So, actually, today we have on hand, and people are clamoring for, 
approved refunds in amount of $136,000. 

Mr. Wiping. I think it ought to be made clear for the record, 
Mr. Chairman, that Mr. Pearson is merely giving you the facts as to 
the additional amount of refunds which have been approved, and 
which are in the nature of an obligation, at this time in order that 
you may know the full facts. | 

Mr. Pearson. Yes. 

Mr. Wiping. He does not have in mind for a minute asking you 
to increase the estimate before this committee, because as you well 
know the law prohibits a request to increase the estimate pending 
before this committee. 

Mr. Bares. The amount of the estimate is $70,000. 

Mr. Wiipina. Yes; he is simply justifying that $70,000, and if it 
appears later in the wisdom of the Commissioners that the additional 
amount should be requested, they will submit an estimate to the Bur- 
eau of the Budget and it will come up to this committee. But all 
that is now before the committee is the $70,000. There is an alter- 
native, of course, which would merely defer to the Ist of July the pay- 
ment of this additional $68,000, but that would put us in the same 
situation with which we were confronted on last July 1, namely, a 
carry-over of $68,000 at that time, in refunds. We merely want to 
cut the hump as much as possible. But my purpose in stating this 
is to emphasize the fact that Mr. Pearson is justifying only the 





82 


$70,000 as contained in the estimate at this time, and the additional 
information is submitted as data for the information of the committee. 

Mr. Bares. And, as I understand, the total request is in the 
amount of $70,000. 

Mr. Witpinc. The request that you have before you is for $70,000. 
The additional amount has come up since approval by the Com- 
missioners of this $70,000. 

— Bares. Are there any questions? If not, we thank you very 
much. 





Wepnespay, May 28, 1952. 


District Dest SERVICE 
REIMBURSEMENT TO THE UNITED STATES 


Funds available for obligation 





























| Presently | Revised esti- 
| available | mate Difference 
I I io nn esc etis ip eenwdswnghonnecentacesemnuiene $54,691.65 | +$54, 691.65 
meron by objects 
Object classification pe | Dyin eet: Difference 
SAREE | 


Dis “Rene aN a Camere? > ORI | $54,691.65 | +$54, 691.65 





Mr. Bares. The next item concerns the district debt service, in 
which a request is made for funds to reimburse the Treasury of the 
United States for an amount paid to the Pan American Union under 
the provisions of Public Law 902, Eighty-first Congress, approved 
December 29, 1950, in the amount of $54,692. 

We will insert Public Law 902 in the record at this point. 

(The matter referred to follows:) 


[Pustic Law 902—8lsr Conergss] 


{Cuaprer 1190—2p Session] 


(H. R. 5902] 
AN ACT For the relief of the Pan American Union 


Be tt enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the Secretary of the Treasury is authorized 
and directed to pay, out of any money in the Treasury not otherwise appropriated, 
to the Pan American Union, being the General Secretariat of the Organization of 
American States, the sum of $54,691.65 in reimbursement of an inheritance tax 
paid to the District of Columbia, which tax was assessed and collected by reason of 
a bequest to the Pan American Union under the will of its former Director General, 
the late Doctor Leo 8. Rowe, said bequest to be used by said international organiza- 
tion, of which the United States is a member, for the purposes and objectives of 
the organization: Provided, That the government of the District of Columbia shall 
reimburse the Treasury of the United States for such amount. 


Approved December 29, 1950. 
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Mr. Witpine. Public Law 902, Eighty-first Congress, which was 
approved December 29, 1950, provided for the payment by the 
Secretary of the Treasury to the Pan American Union of this amount 
of $54,691.65, which represented an inheritance tax assessed and 
collected by the District of Columbia by reason of a bequest to the 
Pan American Union under the will of its former Director-General, 
the late Dr. Leo S. Rowe, and the law provides that the Government 
of the District of Columbia should reimburse the Treasury of the 
United States for such amount, and by reason of the law on which 
the amount of $54,691.65 was paid by the Secretary of the Treasury 
to the Pan American Union, in order to comply with the provisions 
of the law, that the District should reimburse the Treasury the amount 
collected, this estimate was prepared and submitted. 

In other words, the Pan American Union was assessed the amount 
of this inheritance tax, and it was paid by them under protest, and 
thereafter the Pan American Union appealed, initiating a proceeding 
in the Board of Tax Appeals, contending that the payment was 
erroneous. However, the Board of Tax Appeals for the Districtof 
Columbia upheld the position of the District. Subsequently it would 
appear, although we had no knowledge of this, but it appears that 
the Pan American Union appealed to the Congress, and there was 
introduced this public law for the relief of the Pan American Union, 
which is composed of 21 American Republics, each of the American 
Republics participating in the cost of maintaining the union on the 
basis of population, which; obviously, makes the United States the 
principal stockholder. 

But the main point I want to bring out is that the Pan American 
Union did seek a refund of this money which they paid under protest, 
as not being a proper payment; however that payment was adjudged 
to be proper, by the Board of Tax Appeals of the District of Columbia, 
the legally constituted court for that purpose. And thereupon this 
law was enacted, so it all boils down to the point where the law pro- 
vides that the Government of the District of Columbia shall reimburse 
the Treasury of the United States for such amount. 

That concludes the presentation of that item, Mr. Chairman. 
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Wepnespay, May 28, 1952. 
Pusuic ScHOOLS 
Pustic Scnoot Foop Service Funp 


WITNESSES 


DR. HOBART M. CORNING, SUPERINTENDENT 

MBS. ARCADIA NEAR PHILLIPS, CHAIRMAN, LEGISLATIVE COM- 
MITTEE, BOARD OF EDUCATION : 

CHARLES N. ZELLERS, ASSISTANT SUPERINTENDENT, IN CHARGE 
OF BUSINESS AFFAIRS 


Funds available for obligation © 




















| ERR | Strkgd_ | penne 
mprormantaen Or entiete.. ss ok ee ec eek TES | $25, 000 | +$25, 000 
ew seen ion oe es : Br 
Obligations by objects 
Object classification Prenay | — | Difference 
11 Grants, subsidies, and contributions-_-_...............---.- | CPE ARE EAE | $25, 000 | +$25, 000 





Mr. Bares. The next item is a request for $25,000, for crediting 
to the public school food service fund, in accordance with the pro- 
vision of the District of Columbia Public School Food Service Act, 
Public Law 159, Eighty-second Congress, approved October 8, 1952. 
Section 5 of which act will be included in the record at this point. 

(The matter referred to follows:) 


Sec. 5. There is hereby created in the Treasury of the United States a fund 
to be known as ‘District of Columbia Public School Food Services Fund’’, here- 
inafter referred to as the ‘“‘Food Services Fund’’, and there is authorized to be 
appropriated, out of the revenues of the District of Columbia, $25,000 which 
shall be credited to the Food Services Fund. All revenues and receipts of any 
nature whatever derived from the operation of food services, or as provided 
otherwise by this Act, shall, under regulations of the Board, be paid over to the 
Collector of Taxes of the District of Columbia not less often than once each week 
and by him deposited in the Treasury of the United States to the credit of the 
Food Services Fund. Such fund shall be used as a permanent revolving fund 
and expenditures therefrom shall be made only upon vouchers certified by the 
Superintendent of Schools or his designated agent and approved before payment 
by the Auditor of the District of Columbia, and shall be disbursed in the same 
manner as other District of Columbia funds are disbursed. The Food Services 
Fund shall be available for the purchase of food, supplies, and all other services 
and expenditures of whatever nature which are necessary for the conduct of 
the Department of Food Services, including personal services, the operation and 
maintenance of motor trucks, and the expenses of conducting the Office of Central 
Management. 


Mr. Bares. Dr. Corning, may we have your statement? 

Dr. Corninc. Mr. Chairman, with your permission, | am going to 
ask Mrs. Arcadia Near Phillips, who is Chairman of our Legislative 
Committee of the Board of Education, to take over the brief presenta- 
tion in behalf of this item. 

Mr. Bares. Very well, Mrs. Phillips. 
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Mrs. Puiturrs. Mr. Chairman, the Board of Education is very 
desirous of setting up this food-service program, and putting the 

rovisions of this bill into openenn and we have approved the request 
car $25,000 to implement the bill. 

We feel that the cafeterias are very necessary in the secondary 
schools, and we are very anxious to get the program under way. 

Mr. Barus. Has any organization already been set up? 

Mrs. Puiturpes. No; we are waiting for the implementation of this 
law. 

Mr. Barus. Do you have any funds available? 

Mrs. Puiniires. We have no funds available now with which to 
put the law into operation. 

Mr. Barss. How do you finance these lunches now? 

Mrs. Puituips. Dr. Corning will testify in detail, but they are 
run privately by the principals of the schools. 

Mr. Bates. Dr. Corning, there was one question I had intended to 
ask. Is any part of this fund—and I am not asking this question 
with any thought of being opposed to it—but is any part of this fund 
to be used for parochial schools? 

Dr. Cornina. None of this $25,000 that we are requesting. 


EXISTING SITUATION 


I would like, if I may, to outline briefly the situation as it exists. 
The cafeteria management is not centralized in any sense in the 
District of Columbia. In fact, we are the only one of the major 
cities, cities of 500,000 and over, that does not have a centralized 
food service department. These cafeterias grew up, more or less, 
like Topsy, and each principal has established the cafeteria, and 
there has been no centralized management, no centralized subsidy 
of these cafeterias, although we do provide cafeteria space and equip- 
ment when we construct a new building. 

But the Board of Education has no centralized control over the 
cafeterias. They are operated as a private enterprise, nonprofit 
entirely. However, they do report to us at the end of each year their 
financial standing, and any moneys derived from the cafeteria must be 
used at the present time for the replacement of equipment. 


PUBLIC SCHOOL PROGRAM 


Mr. Batrs. Does the same private enterprise operate these lunch- 
rooms in the parochial schools? 

Dr. Corninea. No; we have no control over those operations. 

We do have control over the disbursement of the Federal school- 
lunch money, which is a subsidy for cafeterias. 

Mr. Barxs. The parochial schools do participate in that? 

Dr. Cornina. Yes; by law, the private and parochial schools, but 
I am not talking about those operations; I am confining my discussion 
to the public schools of the District of Columbia, and the fact that 
there has been no centralized control. 

Mr. Batrs. You understand I am asking these questions because 
I want to get the facts in the record, and I do not want to be mis- 
understood, but I have recently been getting quite a little mail about 
this very item from people in my district. 
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Dr. Cornina. Yes. 


Mr. Bates. It comes from people who send their children to 
parochial schools, and that is the reason why I am asking the question. 

Dr. Cornina. I understand. 

Mr. Barss. They must have been either misinformed, or they take 
quite a lot of interest from the standpoint of pride, maybe, because they 
do send me considerable amounts of mail on this. 

Mr. Fowter. This is the District school operation; not the Federal 
lunch-fund money. 

Dr. Cornina. This item refers to operations within the public 
schools; that is the only item involved here. 

The lack of central management has resulted in a great many bad 
situations. In general, the schools are running a very good lunchroom 
program, I will say, but there is no uniformity to the practice either as 
to the employment of personnel, the prices charged the children, or 
the type of lunches served. Each building operates independently. 
Some of them operate at a considerable profit; sometimes they operate 
some of them at a considerable loss, but there is no central buying; 
there is no central method followed in the various operations or m 
the general operation, and it is a big operation. 


SCOPE OF OPERATIONS 


The operation at the present time involves about three-quarters of 
a million dollars a year, in total, and we, with the inclusion of the 
three schools, expect it to be in operation next September; it will 
approximate a million-dollar operation. But there is no centralized 
management at all. sis 

We feel very strongly that the food service in the schools is an 
integral part of the school program, just as it is a phase of the service 
the school supplies. 

In Dr. Strayer’s report, when the survey of the schools was made, 
he indicated very strongly his feeling that the food service is as much 
a part of the educational program as any other service which we render. 
And also Dr. Strayer was very insistent that this service should be 
centrally managed. 

Public Law 159 was designed to correct this situation, and provided 
for central administration with a well-trained director in charge to 
superintend the operation, for reasons indicated; and as requested by 
the Board of Education. And section 5 of that law implements it by 
authorizing an appropriation of $25,000 as a starting revolving fund, 
which will make possible the administration of the food service in the 
various schools. 

INITIAL SUBSIDY 


This is a non-recurring item, and as I say, it was authorized in Public 
Law 159, which was signed by the President on October 5, 1951. We 
now come before vou with the request for the inclusion of this supple- 
mental appropriation of $25,000, which was previously authorized by 
the Congress. 

The bill provides that there shall be set up a revolving fund which 
will have two sources of revenue: one of which is the receipts from the 
cafeterias, the various cafeterias, and second, this subsidy. But we 
would have insufficient funds to begin operations, and this would pro- 
vide the $25,000 to start the program with. 
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And may I say, that while I am not attempting to justify any 
larger amount, according to the advice we have had, this is a very, 
very modest subsidy of the program. 

Mr. Bates. But your authorization was just $25,000? 

Dr. Corninc. That is correct, and the only reason I said that the 
amount we are asking is a very modest amount is that we indicate, 
as compared with what other cities are doing, that it is a very modest 
amount in the way of public subsidy for the operation of the food 
service. 

We have done a lot of planning; we have got the machinery all set 
up, and we are ready to go, but we cannot go until we get this $25,000 
to start the program. 

We have had the benefit of the services of Dr. Mary DeGarmo 
Bryan, of Columbia University, one of the best authorities in the 
country on food service in public schools. She has been down here 
on two different occasions to help us organize this whole plan and we 
are all ready to go with the exception of getting the $25,000 to start 
the program off. 

EQUIPMENT 


Mr. Wixpina. Dr. Corning, I do not believe you brought out the 
fact that a further source of revenue is the amount included in the 
District regular budget, which comes before this committee, for equip- 
ment for the use of the cafeterias. 

Dr. Cornine. That is correct. 

Mr. Witpine. And which will continue in future budgets as the 
District contribution to it. 

Dr. Cornina. That is correct. The District at the present time 
provides the cafeteria equipment through the budgetary procedure, 
or new construction, and the replacement of equipment, which here- 
tofore has been required to be provided out of receipts of the cafeteria. 

This bill does anticipate that the replacement of equipment here- 
after will be at public expense, through requests made hereafter year 
by vear. However, otherwise the appointment of personnel and the 
operation of the program will be a self-sustaining operation. 


FEDERAL SCHOOL LUNCH PROGRAM 


Mr. Barzs. Who is administering the Federal school lunch grants 
for the school lunch program, Dr. Corning? 

Dr. Cornina. It is administered under Mr. Zellers and a group of 
people directly handling that matter. The nature of the school lunch 
program, of course, is a part of this whole thing, and will continue to 
be a part as long as the legislation is on the books providing for the 
operation of the fund. 

Mr. Bares. Do you know how much will be received from that 
fund between now and September 1; do you have some idea about 
how much that will be? 

Dr. Corntna. We have received our allotmenc for this vear. 

Mr. Barxs. And you will get no more? 

Dr. Corninc. No. That will be entirely spent for the purposes 
for which the act provides now, for the subsidy of a balanced meal, 
and will provide the meals 

Mr. Bares. You have something available, then? 
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Dr. Cornina. For the purpose of providing for the remainder of 
this year; but it will be entirely spent this year. The total we have 
received—some $157,000 of that—that is to subsidize the various 
schools which provide the lunches. 

Mr. Barss. When will you get your first grant for 1953? 

Dr. Cornina. Not until next fall; September or October. They 
will allot it about the middle of September—the allotments are made 
to the other States on the basis of the number of pupils and on the 
basis of the per capita wealth; and we have fared rather badly on that 
program by reason of the fact that the per capita wealth of the District 
of Columbia ranks the highest of all States, with the exception of 
Alaska, and I may say that our part of the appropriation will not be 
too large, but it will be completely spent 





CONDITION OF EQUIPMENT 


Mr. Barges. When do you expect to really reequip these cafeterias? 

Dr. Cornina. All of them are in very good shape at the present 
time. There are a few pieces of equipment that are obsolete, and 
which will need to be replaced, but they are in fair shape at the present 
time. 

Mr. Bars. Any questions, Mr. Furcolo? 

Mr. Furcoto. I understand this is not a recurring item. 

Dr. Cornina. No. 

Mr. Furco xo. It is in the Budget just for this one time. 

Dr. Corntnea. Yes; it is not a recurring item. 

Mr. Witpi1nG. That is a nonrecurring item, by the terms of the Act. 

Dr. Corntna. Yes. 


ADEQUACY OF AUTHORIZED AMOUNT 


Mr. Furcouo. This is not to be critical in any way, but do I under- 
stand you correctly to say that the maximum amount authorized is 
$25,000? 

Dr. Cornine. That is correct. 

Mr. Furcoto. Do you feel that is the minimum on which you can 
get by, or is it the maximum of the authorization? 

Dr. Cornine. We feel that the amount before you, the $25,000, 
will enable us to operate the program. If it should appear otherwise, 
perhaps we will be bold enough to come before you again, but we are 
now asking for only $25,000, which we feel will enable us to start the 
program. 

Mr. Furcoio. The purpose of my question was to ask whether 
or not you thought it was less than you thought would be necessary. 

Dr. Corninc. No; we feel it is very close to the limit; we are 
running rather close with the $25,000. 

Mr. Bares. As I understood from your statement a while ago, 
Dr. Corning, you really felt. that you should have more, but that vou 
do not have legislative authority to ask for it. 

Dr. Corninc. We do not have legislative authority for it, but we 
feel sincerely that this $25,000 will enable us to begin the operation; 
we necessarily feel that it will be sufficient. 

Mr. Bares. Any questions, Mr. Wilson? 
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EXISTING ORGANIZATION 


Mr. Witson. First, in regard to your organizational set-up of these 
cafeterias in the schools, do they operate separately in each school? 

Dr. Cornina. They are now. 

Mr. Witson. They are now? 

Dr. Cornina. Yes. 

Mr. Witson. Will they be under your control in this proposed 
program? 

Dr. Corning. They will all be under my direction, as provided in 
the act; they will be under my direction. 

Mr. Witson. You mentioned that some of the school heads operate 
the lunch program. 

Dr. Cornina. Yes. 

Mr. Witson. And that some of them operate at a loss. How 
could they operate at a loss? 

Dr. Corninec. They have had to make up the difference; where 
there has been such a loss, they have had to make up the difference 
by giving school plays, and school programs, and one way or another, 
through the general school fund. 

Mr. Witson. Do you have an idea as to the amount that will be 
necessary this year for replacement purposes? 

Dr. Cornina. I think it will be very negligible; and while I do not 
have any definite amount in mind, I think it will be negligible, because 
the equipment is in good shape and has been kept in good shape. 


TEACHING VALVE 


However, in that connection may I say that if the food service is 
operated as an integral part or the program, then the equipment for 
that should be provided just as the laboratory equipment and other 
equipment in the schools. Then, there is a lot of teaching value in the 
food service. 

Mr. Wiison. How do you arrive at that conclusion? To what 
extent do the pupils study domestic science in this program? 

Dr. Cornina. None at all. 

Mr. Wiison. Wherein does it have teaching value? 

Dr. Cornina. The teaching value is in teaching proper dietetics, 
teaching them to eat properly, the proper control in the lunchroom to 
regard eating as a very important part of life. 


SUPERVISION 


Mr. Witson. Has the supervision of the lunchroom and the lunch 
hour been carried on rather extensively by good supervisors? 

Dr. Cornina. Yes. 

Mr. Wiison. You are satisfied with that? 

Dr. Cornina. I am most pleased, yes; it has been very good. 

Mr. Witson. Now, I have one other question in connection with 
this survey that you spoke of, by Dr. Strayer. Was that survey 
made with Dr. Holmes, who was formerly a professor at Howard 
University? 

' Dr. Cornina. Dr. Strayer’s survey was made under an act author- 
ized by Congress, at a cost of $100,000. 














90 


VALUE OF GOOD MEAL 


Mr. Witson. I would like to say in conclusion, Dr. Corning, that 
I feel the greatest contribution we can possibly make to the public 
good is in giving school children at least one good well-balanced meal 
a day. I always felt that way, notwithstanding that some of my 
colleagues criticize my stand on the school lunch program. I do not 
believe it wise to go too far toward providing facilities for children, 
taking the place of the responsibility of the parents, but certainly I 
never felt it was leading toward Federal control to start giving children 
at least one warm meal a day. I think that is one of the cardinal 
principles involved in good education. 

Dr. Corntna. Yes. 

Mr. Wixson. I think money spent for that purpose is well spent 
and for a good purpose. 

Dr. Corntna. I agree with you on that point entirely. 

May I add this, that this is a self-sustaining operation, and that 
the children pay for their own school lunches, except a few indigent 
children, whose lunches are furnished free through a program which 
is centralized, of course. However, the whole support of this pro- 

am, except the $25,000, from the operating standpoint, will come 
rom the children who pay for their lunches. The Federal lunch 
program, the national school lunch program, does not change the 
situation materially, since the type A lunch in the national school 
lunch program at the present time has the subsidy of 9 cents per 
plate, which means a meal consisting of a meat, two vegetables, some 
green thing, and a simple dessert, with or without milk. 

Now, even with those meals, we can get a subsidy of 9 cents a plate 
in the national school lunch program, vet the children are paving 
prices ranging from 35 to 25 cents a plate, with the exception of those 
few indigent children, for whom lunches must be provided free of 
charge. So there is not a great deal of difference, aside from the fact 
that the national school lunch is an entierly separate agency, and the 
support from this is not a subsidy; we are not asking in any sense for 
$25,000 as a subsidy; it is not a Federal grant, but it becomes a part 
of the District appropriation. 


SELECTION OF PARTICIPANTS 


Mr. Witson. I have one further question: To what extent do you 
select those who participate in the school lunch program? 

Dr. Cornina. They are very carefully selected. 

Mr. Witson. And by what authority do you select them? 

Dr. Corntna. They are very carefully selected. The schools, and 
particularly through the council and the teachers, know the situation 
in the homes pretty well, from whence the children come to school, 
and if they have come with no breakfast, or without a proper meal, 
it is quite obvious to the teachers and those who have been assisting 
in the program. 

Mr. Witson. As I understand, this operates now in the secondary 
schools, largely. 

Dr. Corntna. In the secondary schools and I think evidently the 
thing will develop in the elementary schools. But at the present time 
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it is confined to the secondary schools, the junior and senior high 
schools, vocational high schools, and the Americanization School, in 
the Adams School, on Nineteenth Street. 


PROGRAM FOR ELEMENTARY SCHOOLS 


Mr. Watson. May I ask you if you are making any effort toward 
an eventual program for the elementary schools? 

Dr. Cornine. That is in our planning; it is in our thinking, but we 
have not taken any steps iu that direction; it is not something that we 
can go into at the moment in the elementary schools. . 

Mr. Winson. Aside from that, which do you think is the more 
important, so far as the children are concerned? 

Dr. Corninc. That would be difficult to answer, but the fact that 
it is in the secondary schools, the reason we provide the lunches, is 
because of the difficulty of getting home for lunch. The elementary 
schools are primarily the neighborhood schools, near the homes, and 
while there are some that are as far away as a mile or more, they are 
usually on a radius of about a half a mile; and normally the children 
have more time, because they live in the immediate neighborhood 
of the school. 

Mr. Witson. What is the greatest distance to the elementary 
schools traveled by the students in the District of Columbia? 

Dr. CorninG. 1 can recall one situation where the elementary 
pupils have to go about a mile and a half, but usually the zones are 
nearer a half a mile. 

Mr. Wixson. Is there public transportation to schools for the 
children? 

Dr. Cornina. No. 

Mr. Wiuson. How do they get back and forth, those who have to 
go that distance? 

Dr. Cornina. Usually they stay at school; they bring their lunch 
from home. These children, I agree with you, should have one warm 
meal; I think that should be provided. But the reason that we 
operate these cafeterias in the secondary schools is because the pupils 
are at a greater distance from home. Now we cannot supply hot meals 
to all the elementary schools in the area, but the plan we have in mind 
is that it probably can be done through the use of trucks or under 
some such arrangement to the elementary schools. 

Mr. Witson. Ur. Corning, do you feel it is equally important, more 
important or, less important that the elementary school rather than 
secondary school pupils be supplied with a hot lunch? 

Dr. CorninG. I think from the standpoint of the children, as well 
as from their diet, and their well-bemg, that a hot lunch is always 
necessary ; it is very important from the children’s standpoint, but from 
the practical standpoint, by reason of the fact that they can go home 
and get their lunch—well, it would be very difficult to answer the 
question. It is very, very vital, of course, that the children do get a 
warm lunch. It is necessary that they have adequate and proper 
nourishment, and I think that it is important that we do what we can 

to see that they are given a warm lunch, but from the practical stand- 
point of operating the secondary schools——— 

Mr. Witson. I realize the practical standpoint of operation, but I 
am talking about helping the children themselves. Which would be 
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the more important, the elementary school or the secondary school, to 
have an adequate warm lunch for the children? 

Dr. Cornina. I think that the comparison would be a little bit 
difficult to make, if you undertook to make it between two individual 
children. I think it is important for every child to have a warm 
lunch. Usually in the secondary schools they only have a short 
period, of 25 or 30 minutes, whereas in the elementary schools they 
have an hour. 

Mr. Witson. Of course, my question did not bear so much on the 
time at their disposal as it did on whether it was more important to 
the group of the younger age than to the older. 

Dr. Corning. It would be a very hard question to answer. 

Mr. Wiuson. In other words, you do not have the answer to my 
question? 

Dr. Cornina. No; except it would be difficult to say whether it 


would be more important to a child 5 years old, or a child 13 years 
old to have a hot lunch. 


Mr. Witson. And on into junior high. 


Dr. Corninea. Yes; those in grades 7, 8, and 9. 
Mr. Witson. That is all. 


Mr. Bates. Thank you very much, Dr. Corning. 
Dr. Cornine. Thank you. 


Wepnespay, May 28, 1952. 


Orrice oF Civi, DEFENSE 


WITNESS 


COL. JOHN E. FONDAHL, DIRECTOR OF CIVIL DEFENSE FOR THE 
DISTRICT OF COLUMBIA 


SALARIES AND EXPENSES, Orrice oF Crvit DEFENSE, District of COLUMBIA 


Amounts available for obligation 


1951 actual | 1952estimate | 1953 estimate 





eT SO... cdinnnanetunnenbtunanerasenbigntse $350, 000 $275, 000 $725, 000 
Unobligated balance, estimated savings_---_.......-- eo ST, —42, 478 | 


NO MEERA OSA EA Re LS SLATS 





307, 522 275, 000 725, 000 


Obligations by activity 
Civil defense: 1951, $307,522; 1952, $275,000; 1953, $725,000. 
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|to = Obligations by objects 
. a | Estimate Estimate, 
bit @ Object classification | Actual, 1951 | “Signet, on 
ual | | 
rm. © ‘otal number of permanent positions-......_..._...-..-..---- 24 | 42 50 
ort _ Average number of all employees... -----.-....--------------- 5 | 28 47 
3 = = 
Average salaries and grades: 
hey 4 General schedule grades: 
P NEE te hae ae seen ends. Sek eed $3, 914 | $3, 916 $3, 98 
th “f en wicicet aah tins apiece apeeenttnn | GS-5.7 | GS-5.5 GS-5. 
e = Crafts, protestiv e, and custodial grades: | | 
> to FEISS RS RAG EES SRD eas ae ee a eye | $2, 252 | $2, 552 $2, 601 
: Average grade... _- SCaASNGEY A UE orae desire ales Ais | CPC-3.0 CPC-3.0 CPC-3.0 
; 01 Personal services: 
3 Permanent positions. ....-.-. Jtteiwapes nani $16, 804 | $104, 646 $184, 405 
my 4 Regular pay in excess of 52-week base........-.-.----- a ot 402 709 
Y Pa Payment above basic rates__._- ---- ad 1, 544 3, 898 3, 898 
: & RG OEE GOT WIO. 68. oon ode ce k eens 18, 348 | 108, $46 189, 012 
rit Pe. Bee rremrahorwe Ie. AOR EET TTY OMT | 1,017 | 1, 604 2, 218 
ars = 04 Communication services..................-.----..-.-- -----| 2, 436 | 12, 500 40, 875 
™ 05 Rents and utility services._...............-...-..-------..| 60 1, 300 | 1, 800 
> 06 Printing and reproduction.__--...--...- Ke awepedocsimeeneeed 13, 227 | 15, 000 | 15, 000 
= 07 Other contractual services................-.-...-.---....- 36, 973 | 23, 500 | 23, 500 
: Services performed by other agencies._..............-- } 217 | 2,000 | 4, 500 
OB Ben er I gs as nn enn nnene] 20, 905 | 23, 500 | 89, 945 
= 09 Equipment-._..............--- {Fae AR EAS ORD go Dave 214, 339 | 86, 650 358, 150 
e RIE RU nnn cinta ne adcveansectewbdngouracaes 307, 522 | 275,000 | 725, 000 
i | Mody: ERP RISS” a Ae i 
3 
t Analysis of erpenditures 
* : $$ $$ $$ 
A } } 
c ge. Estimate, Estimate, 
4 | Actual, 1951 1959 | 1053 
€ 
4 Unliquidated obligations, start of year._.........-...-..----- Shes SSCs, $251, 048 | $51, 048 
' Adjustment in obligations of prior years. - - ---- Kiplg bd Sedat ewe 5. |g Ree? Se ae eer ee 
Obligations incurred during the year_._..........-..--- enna 307, 522 275,000 | 725, 000 
7 REET REISE ECSU EIR sea REE So a ai ee | 312, 067 526, 048 | 776, 048 
HE Deduct unliquidated obligations, , end of WORE Ss oa cnkccdaueectinn 251, 048 51, 048 | 50), 000 
: a a a as said 61, 019 475,000 | 726, 048 
A Expenditures are —ae as follows: | 
» Out of current authorizations. ..............-.-...-------- 4 = | Meas 
Se Gg ss ER eee eee ne ee Dee } 61, 019 475, 000 | 726, 048 
ate Mr. Barus. The next item is for the Office of Civil Defense, 
— “Salaries and expenses, $725,000.” 
~~ Mr. Fowier. This item will be handled by Colonel Fondahl, 
ee Director of Civil Defense for the District of Columbia, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Barres. You may proceed, Colonel Fondahl. 

Colonel Fonpsani. Mr. Chairman and members of the committee: 
I have a general statement here which I would like to offer. First, 
I would like to say that this general statement covers the need for 
civil defense, some of the problems we are faced with, to some extent 
what has been accomplished and what there is left to do. 

Of course, you are all familiar with the fact that the Department of 
Civil Defense is a comparatively new organization. In some instances 
the problems that we have are unprecedented. We have not had too 
much to go on in the way of experience in the past and certain phases 
of civil defense are very definitely problems. 
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I would like to point out that the money we are asking for is what 
remains of the money which was earmarked for civil defense for the 
fiscal year 1952 and in general is entirely District of Columbia funds. 

We submitted an estimate of $725,000 to the Commissioners and it 
was approved in toto by the Board of Commissioners. 

I would like to say that if we had received the full appropriation 
that we asked last year and had been able to take advantage of the 
matching funds at that time which were allocated by the Federal 
Civil Defense Administration, we might not be asking for quite as 
much this year. 


APPROPRIATION LANGUAGE LIMITS 


I would also like to point out that while the basic law for civil 
defense in the District of Columbia states that other District agencies 
will render such assistance as is practicable, there has been a recent 
decision by the Comptroller General on the subject of the money, 
which came up at the time when the Health Department offered to 
stockpile 5,000 units of penicillin for civil defense use, on the assump- 
tion that that money would be matched by the Federal Civil Defense 
Administration and would have established a stockpile of 10,000 units. 

We received an adverse decision on that matter from the Comp- 
troller General based on the fact that the appropriation language 
stated ‘‘For all necessary expenses for civil defense.” 

If it is in order, I would like to make a recommendation that the 
appropriation language in this bill which I submitted—I do not have 
with me the copy of my recommendation to the budget officer—be 
amended, if possible, to overcome that, because there are a number of 
things that we could do and which could be legitimately done which 
would serve well in the other District agencies also, if that restriction 
were lifted. 

The budget officer I believe has a copy of the language. It was 
given considerable thought by my office. Whether the anguage is 
appropriate or desirable, I do not know. 

Mr. Bares. We shall ask that he and the committee staff get 
together and see what language can be worked out. 

Colonel Fonpani. My general statement, as I indicated, covers 
many of these things. I shall be glad to attempt to answer any 
questions with reference to the operations and also to our needs. 

(The general statement submitted is as follows:) 


STaTEMENT oF Co... Jonn E. Fonpaun, Drrecror or Civit DEFENSE FOR THE 
Disrricr oF COLUMBIA 


Mr. Chairman and members of the Subcommittee on District of Columbia 
Appropriations, the Office of Civil Defense is the youngest activity to be recognized 
as a department within the District of Columbia government. Civil defense, 
as an organizational function of State and municipal government, is also com- 
paratively new and, for the first time in history, civil defense has been organized 
at a time when the Nation is not under a declared condition of war. As a pro- 
tective function, it takes its place beside the other civilian protective agencies, 
such as the Health, Fire, Welfare, and Police Departments. If we are to believe 
the intelligence we receive relative to the warlike preparations of our potential 
enemy, there appears to be sound and imperative reasons for the organization of 
this additional protective service. 

Congress, by Public Law 686, approved August 11, 1950, recognized the need 
for civil defense in the District of Columbia, and later that year recognized the 
national need by the passage of Public Law 920. Since that time national leaders, 
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military and civilian, including the President of the United States, have on 
numerous occasions stated and reiterated the need of and the importance of a 
well-organized and trained civil defense organization. 

Military leaders have stressed the importance of civil defense on a coequal 
basis with military preparedness—frankly stating that the next war, if it comes, 
will be determined by the home front’s ability to maintain production, morale, 
and the will to fight against attacks which the military leaders admit they cannot 
completely stop. Important foreign leaders also have indicated that, although 
civil defense cannot, by itself, win a war, the lack of civil defense may well lose one. 

Appropriations are not intended to implement the civil defense organization 
with the operating personnel to carry out the full plan. Thus must 4 accom- 
plished by volunteers. It does, however, require appropriations to provide the 
organization and personnel for a cadre around which the volunteer organization 
operates, and to prepare and coordinate the complex plan which must be made to 
insure effective and adequate civil defense. Money is also necessary to provide 
the supplies and equipment required for training purposes and use during a 
disaster to supplement the existing facilities of city agencies, 

Our experience with such emergencies in the past has been confined to isolated 
cases of natural disaster. The scope of an enemy-caused disaster, in this air- 
atomic age, will be of such magnitude as to require the aid of every organization 
in the city and in the States, 

In the face of the statements of top military authorities that the Armed Forces 
cannot expect to stop more than 30 percent of an invading air armada, and for 
that reason a strong civil defense must function as copartner with military defense, 
the need for such an organization is undeniably justified. Its purposes and tasks 
are to minimize the destruction of life and property by providing warning of 
attack; by organizing, training, and educating civilians in the safety measures 
and assistance they must render under disaster conditions; by providing adequate 
rescue facilities and medical aid for casualties that would be far beyond the 
capabilities of normal existing facilities and personnel; by assisting, rehabilitating, 
and feeding thousands of persons who would be rendered homeless and destitute; 
by preparing for continued functioning of government after disaster; by protecting 
the public health with emergency measures in event of the disruption of water, 
power, and sewer facilities, and by maintaining public morale. 


PROBLEMS 


The problems of civil defense “cover the water front.’”” They deal with air-raid 
warnings and communications; the survey, designation, and marking of shelter; 
public education and information; providing an identification system; establishing 
a disaster information office; providing a “‘pass’”’ system for both civil defense 
personnel, and Government employees involved in the continuity of Government 

rograms. 

. ithin the medical services they include problems ranging from first aid to 
advanced surgery, tabulating medical resources, radiological monitoring, and 
provisions for the burial of the dead. The engineering problems include co- 
ordination of public utilities, such as gas and electricity, water, sanitary service, 
sewers, etc. Transportation for all services must be provided, including welfare 
evacuees and medical casualties. Equipment capable of road clearance must be 
available, as well as personnel and equipment for the rescue of persons embedded 
under debris. These must be organized and all engineering resources tabulated. 

The warden services must be trained in basic fire-fighting duties, basic rescue 
duties, and first aid, in order that they may render assistance in stricken areas 
immediately, before the arrival of the specialized services. The normal functions 
of the Police Department must be expanded and additional facilities set up for the 
identification of the dead, safeguarding of personal effects, traffic control, evacua- 
tion, prevention of sabotage, crime, and looting, as well as the prevention of 
panic. The fire-fighting facilities of the Fire Department must be expanded by 
planning and implementing new procedures, including the relay of water and the 
training of auxiliary personnel. Within the welfare services must be established 
emergency housing centers, capable of immediately caring for the homeless; 
mass-feeding centers to provide food for the homeless, as well as civil defense 
workers and, in certain instances, temporary hospitals. Arrangements must be 
made for providing clothing and financial assistance and for maintaining informa- 
tion centers. 

Provision must be made for local security and protectiv2 measures within build- 
ings occupied by the Federal Government, and the Civil Air Patrol must be inte- 
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grated with civil defense for the purpose of performing reconnaissance and trans- 
portation tasks. 

Finally, all of these plans must be coordinated with the civil defense authorities 
of other jurisdictions within the Washington metropolitan area. 


LIMITATIONS 


Available personnel limits what can be done in perfecting plans, organizing 
units, and coo:dination at metropolitan-area level. Present appropriations are 
insufficient to establish an adequate air-raid system, and fail to provide any equip- 
ment or supplies other than a very limited amount for emergency medical care. 


WHAT HAS BEEN ACCOMPLISHED 


The below tabulation indicates the personnel assignments of paid personnel 
assigned to this office; personnel from other District of Columbia agencies per- 
forming part-time, additional civil defense duty of a planning or administrative 
nature, and the proposed and actual volunteer strength of the various services: 


























Present 
number, 
District of 
Columbia 
Authorized; Present | employees | Proposed Actual 
Division or service paid paid ed | volunteer | volunteer 
positions | employees | additional | strength strength 
icivil-defense| 
adminis- 
trative 
duty 

Office of Civil Defense, administrative. _-.. 19 12 0 450 89 
EID SET LORE 16 10 3 1,800 106 
Medical and health _._........--..-------- 3 3 6 44, 249 6, 851 
ON ao igo 558 ste cecine nn nos ice ccsemelesace seven se|cechoseoensé 5 11, 732 7, 372 
DIRITONEIOD, 05-0 nccnetimavnseccnecosenec|nonsneseases|oncspeccense 0 5, 000 15 
I Bose ceeeticees asi knthepcateeeel weopunetonteiine Dammit onicrnaie 0 3, 500 220 
NOE irc tinncondscubbboustoucsiveckes 4 2 0 60, 000 12, 703 
DIR on ceseccenedawsrasaqecesagirereqncnsinebadietmnss|ecshsoonsecs 2 4, 000 1, 326 
BE Cichnddcpeniarenenteheenetedmand ath nonuepe ae letienanamanne 2 300 57 
SS RES RR Ftd iia dE 3 15, 000 3, 600 
Se Sees eres 3 30, 000 10, 941 
Ground Observer Corps. -..........---.---|--.------.-- PEPE RR. 0 40 32 
al care RRS ae Poa 42 27 24| 176,071 43, 312 





In addition to the divisions and services enumerated above, the following 
volunteer councils and committees have been formed: 
Civil Defense Advisory Council 
Washington Metropolitan Area Civil Defense Committee 
Medical Advisory Committee ’ 
Communications Committee 
Religious Advisory Committee 
Below is a brief outline of the planning and training activities of the civil- 
defense services: 
Director’s office (staff divisions) 
(a) Command center and four control centers established and communications 
installed. 
(b) Thirty-four air-raid-warning horns installed. 
(c) Supplemental air-raid-warning plan, involving the simultaneous use of the 
Police and Fire Department facilities, is operated. 
(d) Participated in two command exercises during the year. 
(e) Conducted one exercise involving amateur radio personnel. 
) Conducted one command-post exercise. 
g) Participated in five Ground Observer Corps Exercises. 
(h) One members of the Office of Civil Defense has completed a course at the 
Federal Civil Defense Administration Staff College. 
(i) Traffic regulations and traffic-control plan submitted to the Board of 
Commissioners for approval. 
(j) Comprehensive pass and identification plan involving Federal Government 
ncies as well as civil-defense personnel, prepared and approved by the Board 
of Commissioners and surrounding jurisdictions. 
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(k) Presently conducting basic civil-defense indoctrination courses. 

(lt) Family-identification-tag program coordinated with an established disaster- 
information office, under which identification tags are available to the public by 
purchase, is in operation. 

(m) Number of times civil-defense films shown—304. 

(n) Number of civil-defense radio programs or talks conducted—96. 

(0) Number of TV programs ones in civil-defense matters—42. 

(p) Number of speeches delive: fore organizations—278. 

(q) Civil defense legislation proposed to Board of Commissioners, amending 
present Civil Defense Act. 

(r) Numerous conferences conducted on mutual-aid compacts with Maryland 
and Virginia and these compacts proposed for action to the Board of Come 
missioners. 

(s) Orders for civil defense equipment and supplies, to the full extent of avail- 
ability of funds on a matching Federal-State basis, have been placed with the 
Federal Civil Defense Administration. 


Medical and health services 


(a) Numerous conferences conducted with Maryland and Virginia health and 
medical authorities relative to civil defense planning. 

(6) Thirty-four assembly points for emergency casualty services at locations, 
approved by the Police and Fire Departments and private owners, have been 
established. 

(ec) Locations for 35 temporary hospitals have been approved by the authorities 
concerned and authorized by this office. 

(d) Radiological training (consisting of 80-hour courses) conducted for 52 
persons. 

(e) First-aid training conducted for 450 persons. 

(f) Conducted two seminars for nurses. 

(g) Obtained and tabulated the names, addresses, and telephone numbers of 
14,000 professional and nonprofessional nursing personnel. (Facilities not avail- 
able for maintaining this file in current status.) 

(h) ‘Conducted medical civil defense exhibit in connection with the medical- 
society conference in this city. 

(i) Maintained a local civil defense medical exhibit in connection with the 
Civil Defense Week, January 7-13, 1952. 

(j) Operating small blood bank and plasma-processing bank with two paid 
civil defense blood technicians at Gallinger Hospital; the present amount of 
plasma processed, 915 units. Commercial cost is approximately $26 per unit. 

(k) Agreement reached with American Legion whereby they will organize 
casualty collection services—litter teams—within the emergency services. 


Engineer services 


(a) Public utilities (Potomac Electric Power Co. and Washington Gas Light 
Co.) organized within civil defense and have perfected plans and conducted 
specialized training, in addition to training 7,372 first-aiders. 

(b) A shelter survey involving 160 blocks, conducted by the members of the 
Police Reserve Corps. 

(c) Published criteria for utilization of existing structures for shelter purposes, 

(d) Through circulars included with District of Columbia auto license tag ap- 
plications, tabulation is being made of all commercial transportation in the city. 

(e) Perfected arrangements for mutual aid with adjoining jurisdictions in the 
water services. 


Warden services 

(a) Assisted in the preparation and publication of two. training manuals, 
Instruction for Fire Guards and The Warden Manual. 

(b) Represented Civil Defense during Alert America Week, January 7-13, 1952, 
and assisted in staffing entire exhibit. 

(c) Number of persons completing first-aid training—706. 

(d) Number of persons completing other training—3,472. 
Fire services 

(a) Conducted training in relaying water from distant points for 910 members of 
the Fire Department. 

(b) Conducted training for 30 fire guard instructors for the warden services. 

(c) Completed first-aid training of 1,102 members of fire services. 

(d) Prepared and published Emergency Firefighters’ Manual. 
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©) aaa local civil defense exhibit during Civil Defense Week, January 
+13, 1952. 
\(f) Participated in two civil-defense exercises. __ 
(g) Number of firemen trained in radiological monitoring, 100. 
Police services 


(a) Participated in three civil-defense exercises. 

(b) First-aid training conducted for 1,326 of police services members. 

ry, Conducted indoctrination courses for 1,326 police reserve corps volunteers. 

d) Through series of conferences with the traffic authorities of mutual aid 
areas within Virginia and Maryland, prepared and presented traffic control plan, 
and in collaboration with the c Advisory Board for the Distriet of Columbia 
and the Office of Civil Defense, prepared traffic regulations. 

_ (e) Collaborated in the preparation of the om plan, 

a Organized and trained 468 unexploded bomb reconnaisance teams. 

g) First aid instructor refresher courses conducted for 30 members of the 
Metropolitan Police Department. 

(h) Revised the antisabotage plan for the police department. 

(i) Members of the police reserve corps voluntarily participated in the pre- 
liminary shelter survey conducted by engineer services. 

(j) Civil defense liaison officer of the police departmeat attended the North- 
western Traffic Institute civil defense traffic course at Northwestern University 
and the Federal Civil Defense Administration Staff College. 

(k) Police department communications procedures established, coordinated 
with the civil-defense communications. Alternate police department communi- 
cation facilities installed at Reno School and Stanton School control centers. 


Welfare services 


(a) Participated in two civil-defense exercises. 

(b) Approximately 1,100 restaurants and hotels enrolled in the feeding services. 

(c) Secured approval from the Board of Education and local universities for 
the establishment of 10 ee. welfare centers. 

(d) Presently organizing mass housing units in churches in cooperation with 
the religious advisory committee and clergy of the city. 


Federal Buildings Services 


(a) Building shelter surveys conducted in 540 federally occupied buildings, 

(b) Shelter signs placed in 45 percent of buildings. 

{c) Twenty-five percent of the building warden organizations have been estab- 
lished within federally occupied buildings. 

(d) FBS control center established and equipped at Seventh and D Streets, SW. 

(e) Participated in two civil-defense exercises. 

(f) Established a Federal Building Services transportation service. 

(g) Established a Federal Building Services logistic service. 


United States Capitol 


(a) Plan prepared jointly by the Federal Civil Defense Administration and the 
Office of Civil Defense for the protective services to be organized with the United 
States Capitol Building group. Plan published and distributed by the Office of 
Civil Defense, 

(b) Shelter survey of Capitol Buildings conducted by the Federal Civil Defense 
Administration. : 

(c) Two thousand and four hundred shelter signs provided for designated shel- 
ters by the Office’of Civil Defense. 


FUTURE REQUIREMENTS 


The fact that more than 99 percent of the civil-defense organization will be and 
is volunteer and thus not under the constant control of heads of units, makes it 
imperative that all planning procedures, etc., down to and including the duties 
of each person be in written plans, Due to lack of paid personnel and volunteer 
assistance in this phase, the “standard operating procedures” for the Services 
have not, in the majority of instances, been prepared. This is recognized as an 
important item in all phases of civil defense. 

he joint employment of our present air-raid warning installations, together 
with the facilities of the police and fire department afford approximately only 
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50-percent sound coverage. It is conservatively estimated that an additional 
38 horns must be installed to secure adequate coverage by the air-raid warning 
system. 

Planning within the Office of Civil Defense has suffered through the necessity of 
having staff personnel perform routine office work, due to lack of sufficient clerical 
personnel to perform this work. . 

Much remains to be accomplished in the planning phase and more remains to 
be accomplished in the actual recruitment, training, and assignment of personnel 
to specific units and duties. 

In all instances the administrative personnel available to this office will deter- 
mine how effectively this can be accomplished. At present, key personnel of the 
Engineering, Health, Police, Fire, and Welfare Departments of the District of 
Columbia have been assigned planning and supervisory duties within the civil- 
defense services. These persons cannot accomplish their mission without addi- 
tional assistance. This applies to a greater degree to the volunteers assigned to 
supervisory and planning-duties, such as the Deputy Director for Warden Services, 
the Coordinator of Transportation, the Coordinator of Rescue and Repair, and 
the Chief of Medical Resources. 

SUMMATION 


Not to recognize the fact that the threat to America today is infinitely greater 
than in 1941, is dangerously naive. Even the most optimistic cannot overlook 
the known facts. 

The American public and Congress are convinced of the need for a strong 
military defense based upon these known facts; however, the vital element of 
support by the home front of the military defense, through ability to minimize 
destruction, continue production and maintain morale by advance preparation, 
which requires trained civil-defense personnel, has not been adequately organized. 

The program these appropriations will support will not completely cover these 
requirements but will provide air raid warning, communication facilities, the 
establishment of shelter within existing structures, and a minimum of additional 
supplies and equipment to augment present facilities of Medical, Engineering, 
Fire, Police, and Welfare Agencies. It will, also, provide a top-level, partially 
trained civil defense organization around which rapid expansion may be effected 
in event of emergency. 

The District of Columbia is high on the critical target list. Without this 
pre tion the city would, in effect, be a sitting duck at the mercy of the enemy 
and unable to recover from any attack. 

Washington is the nerve center of all military and governmental functions. 
The ability of the Nation’s Capital to cope with and recover from an enemy blow 
might well determine the fate of our Nation. 


CIVIL DEFENSE AGENCY DISCONTINUED NEARBY 


Mr. Bares. I notice, Colonel, that Montgomery County, Md., has 
decided that it does not want any civil defense at all in 1953. Can you 
give us some ideas as to why they take that position? 

Colonel Fonpaut. I do not think that they decided that they did 
not want civil defense. However, I think the county manager decided 
that he did not want to appropriate any money for it. I know nothing 
about. it except the news articles that I have read, and they indicate 
that he would like to have all of the civil-defense services organized 
around existing county agencies in Montgomery County. That, of 
course, to a great extent, has been accomplished in the District of 
Columbia. 

Mr. Bates. We will, at this point in the record, insert pages 40 
and 41 of the justifications. 

(The matter referred to is as follows:) 
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Statement relating appropriation estimate to current appropriation 























Sepemmnamital appropriation aot, BOOB. o.oo cece cc cnccncccncncececleceececccces $275, 000 
Deduct nonrecurring and other items not required in 1953: 
INST I nen crate memeacancnecnc nai wie 86, 650 
BE FE icc caren Cate cbuidacnasins pnudwadnbedsanines sciesins aac kdchtabeeeedare deiqckeis 188, 350 
Increases requested for 1953: 
Popula- 
Manda- | Increased 
tion or Other 
tory costs workload 
Personal services: 
EGS OG OP OE aio nid cence cu wet fn che pacsianslcuwecc gcse 5, 940 
1 GS-9 administrative assistant........|_..........-]-..---------]----.------- 5, 060 
2 GS-7 administrative assistants... ....|........-.--]-...--..-.--]...--.-.-.-- 8, 410 
oe RE ESAS EEE EERE SORES a. STE CAT 3, 410 
: ek I RE See ie : a 
Within-grade salary advancements.....|____ “a Mbit 02, acameener LEERY as 
SE SUES: Fa FG 3 Ls RE TR ies 45, 466 
Regular pay in excess of 52-week base.. gt eS FRE semen 
Total, personal services. ............- 3 Iman ta, Vier te eae 77,811 80,066 
Other obligations: 
NEES istics: ssl so cbwenkGuseudtdekae obeawed __ Ps teierer eee 
GLEE ILE FARR ANE, SERFS 2 ETE 28, 375 
ES SSSR Sak AERTS: PR AT! aCe 500 
Other contractual services: Services 
performed by. other agencies... . .....} 0.62 safc cece han sce cc neg 2, 500 
NS “CPOE ARTE, CAAT ES, GRRE CELL, A POT: 66, 445 
ERG ate ee toe ee ee ee Se eee 358, 150 
Total, other obligations_.............}....--..-.--. 26 |. 456,558 456, 584 
et ARR ER ee Ee AE Dt Dinnwcgeacasn 534,369 536, 650 

















Total estimate for 1953 


Mr. Fow er. Colonel, it might be that in Montgomery County 
there is not anything that bebe would want to drop an atomic 
bomb on, whereas in Washington they would like to drop such a bomb. 

Colonel Fonpauv. In general, matching funds which have been 
made available to the Federal Civil Defense Administration have been 
allocated to the States on the basis of critical target-area population. 
I do not know what reallocation of that money has been made by the 
State of Maryland. However, I have some comparative figures from 
the State of California on this proposition which indicate the exact 
status of the money expended, and money made available to them and 
used for equipment which is entirely intended to support operations 
around critical target areas. 

We in the District of Columbia are in a peculiar position in that, 
while we have a population of approximately 802,000 here, the metro- 
politan area, or what is known as the critical target area, which is co- 
extensive with the metropolitan area, has a population of about 
1,450,000. 

In planning for equipment and supplies which are needed, while 
they are not going to be turned over to the adjoining States, some of 
them, a proportionate amount based on population, would undoubtedly 
be used. These necessities, for instance, for medical assistance and 
other types of disaster operations which we would be engaged in, 
would involve these 500,000 people who live outside of the District 
in the metropolitan area. 
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Mr. Batss. I notice the last paragraph of your justification on 
page 33 states: 

While any chance of an attack exists, it can be classed as criminal negligence 
to ignore it to the extent of withholding the funds necessary to make civil defense 
what it was intended when Congress passed Public Law 920. 

I do not know whether you realize it or not, but it is the duty of 
the Appropriations Committee, in substance, to review all legislation 
every time it makes an appropriation. It is not only their duty but 
it is their privilege. 

I was just wondering if it was your opinion that the members of 
this committee should be prosecuted if they do not make available 
the amount that you have requested here. 

Is that the purpose of that paragraph? 

Colonel Fonpaut. I would like to state, in extenuation, that this 
justification was written up in my absence from the city. I do not 
think that there was any intent to criticize Congress in any way. I 
think the intent of the paragraph was to bring to the attention of 
Congress the seriousness, the necessity for making civil defense possi- 
ble; that is, for making provisions whereby civil-defense operations 
could be carried out. There is certainly no intent on my part to 
rst anyone on this committee, or in any manner to reflect upon 
them. 

Mr. Witson. My constituents, Colonel, will indict me next 
November, if I am negligent by my approval of too many of these 
highly speculative propositions. 


RELATION OF AUTHORIZATION AND APPROPRIATIONS 


Of course, these are only authorizations and I do not feel our com- 
mittee is bound in any sense to appropriate these funds. I know 
that when I first came here 12 years ago, one of the most popular 
arguments used for an authorization was, ‘“We are not appropriating 
a dime; we are just authorizing. The Appropriations Committee 
recommends the appropriation as it sees fit and there may never be a 
dime appropriated.”” They certainly put the full responsibility in 
those days on the Appropriations Committee. Of course, that bas 
not been as prevalent in the last few years; that is, we do not hear 
that argument made as much as we used to. 

Mr. Bates. You are certainly correct in that. For a great many 
years we were told that making an authorization was like signing a 
petition. Anyone could sign a petition for anything, but it had no 
meaning. Lately we have come to realize that these authorizations 
are used as an entering wedge, in order to get appropriations. And 
we are being more careful about it. 


COORDINATION OF CIVIL DEFENSE EFFORTS 


Mr. Furcoto. Colonel, how coordinated is the civil-defense pro- 
gram, if it is coordinated at all, throughout the Nation? How is it 
coordinated with the program in the District of Columbia, for in- 
stance? Is there any coordination at all? 

Colonel Fonpant. In general, the Federal Civil Defense Adminis- 
tration has given guidance insofar as planning is concerned. In 
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many instances, the State plans—and this holds true with reference 
to the District of Columbia also—have not followed FCDA policy to 
the letter because planning was started before FCDA policy had been 
established and before this guidance was available. 

With reference to coordination between the States at the present 
time—and this is the last figure I have—a total of 26 States have 
signed interstate compacts. We are in an unusual position in the 
District of Columbia, in that certain legal complications prevent the 
signing of interstate compacts with Virginia, Maryland, West Vir- 
ginia, or other nearby States. This matter will be corrected by 
proposed legislation. 

Mr. Furcoto. You do not feel there is any duplication either of 
— or expense? In general, there is bound to be a little over- 
apping. 

Colonel Fonpaunt. In general, the stockpiling program of the Federal 
Civil Defense Administration is intended to support the critical et 
areas, of which the District of Columbia is one. We do not intend to 
stockpile any material beyond the immediate necessities for, say, 4 to 8 
hours’ operation; medical supplies, and things of that kind. 

Mr. Furcoto. I remember last year, or perhaps it was the year 
before, there was some talk on whether or not surrounding communi- 
ties were doing their share. Someone either said or hinted that there 
was a tendency on the part of surrounding communities to sit back and 
think that Washington would carry the ball. I do not know whether 
that enters into the matter in connection with Montgomery County or 
not. It would not seem, from the amounts of money that have been 
appropriated, that anybody would sit back and think that. 

But is there any feeling like that in the surrounding communities? 

Colonel Fonpanu. There is a general feeling, I would say, among 
State civil defense directors, that the Federal Government matching 
fund program has not moved as fast as desirable. 

I am familiar with these cg because recently I read the report, 
and to give you an outstanding example, California has had a total 
of $11 million made available through its own appropriations, plus 
matching-fund allocations from the Federal Government. They have 
matched, through State appropriations or community appropriation, 
the full amount allocated by the Federal Government. 

In excess of $500,000 was made available to us as matching funds. 
Of that amount we were able to meet approximately $98,500. That 
was through reallocation of funds and through private donation of 
$20,000 because our appropriations last year carried only $25,000 in 
junds specifically for use for matching items. 


VOLUNTEER PERSONNEL 


Mr. Furcoto. If I said to you that it appears at least in many 
places that there is a disposition on the part of the civilian population 
not to be at all disturbed about the situation, so that they do not 
cooperate voluntarily, do not offer their services, and that the main 
emphasis seems to be on having all the work done by paid personnel, 
would you agree with that comment, or has your experience been 
different? 

Colonel Fonpanv. I would agree in general with that comment. 
However, there are numbers of citizens that are interested in civil 
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defense, but some method of maintaining that interest and furthering 
it has been developed. That is where are are running into difficulties 
at the present time. We have done everything we can in the way of 
encouraging training. We are at the present time conducting indoc- 
trination courses. Our present course runs about 200 people. We 
completed it last night. I would say that 85 percent of those people 
enrolled in first aid. 

We have during the past year trained a number of people. How- 
ever, the percentage of people strictly from civil life or from the gen- 
eral citizenry, has been comparatively small. 

Mr. Furcoio. Are you seeing daylight in that? Is there any 
progress being made? Is it staying as it was, or is it going the other 
way? 

Colonel Fonpanu. There is no question that we are making some 
progress, although not anywhere near what we would like ourselves. 
When we look at it as a day-to-day proposition, it appears to be a 
most frustrating job. But if we look at it over a period of a year, 
let us say, when you go back and assemble material for a progress 
report, you begin to see that progress has been made and that the 
organization has progressed. 

i think in the present status of public opinion, and also with the 
appropriations available, the best we can do is to maintain and to 
provide for a top-level civil defense organization around which there 
could be quickly expanded a larger organization in the event interest 
steps up or in the event something happens. But even that is a 
colossal job when you consider that this organization eventually will 
consist of between 100,000 and 150,000 people. 

Mr. Furcoto. I do not know very much about this subject but, 
my opinion has been that unless you have the people going alo 
voluntarily, more or less hand in hand with the appropriations an 
keep step, the whole program does not amount to very much. 

I agree that you have to have some trained key personnel. But I 
have been wondering just what good and how effective is such a pro- 

am, if there is apathy on the part of the -pamosirs public that cannot 

e overcome in any way, even by the use of whatever funds you may 
have with which to try and whip up enthusiasm. Do you feel that 
the program can accomplish anything really worth while if you do not 
have greater public cooperation? I realize that you are trying to get it. 

Colonel Fonpant. | would like to answer that in this way: I 
would say that while appropriations do not control public opinion 
entirely, they have a lot to do with it. I would like to cite as sub- 
stantiation of that statement, again, the State of California, which 
spent almost $2 million on a training and education program which 
contemplated a lot of equipment; and California is considered one of 
pa better equipped, better organized and better trained civil defense 

tates. 

Mr. Furcoto. Perhaps this is getting the cart before the horse, 
but I know that many Members of Congress to whom I have talked 
feel that they could go along much more willingly and provide a larger 
amount of money if there were first some evidence on the part of the 
public of voluntary cooperation, such that you could feel that they 
are really going to it. Perhaps you cannot get one without the other. 

Colonel Fonpaut. I think it goes hand in hand to some extent. I 
could not say which is the most important. Certainly you have to 
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have some equipment with which to operate. I think we have spent 
our money wisely. I do not think we have wasted funds. 

Our air raid warning system is not anywhere near complete. Prior 
tests conducted on these horns indicated that warning would be ade- 
quate within a half-mile radius. When these horns were installed on 
buildings, under different conditions, you found that is not so, and 
additional installations are necessary in the ‘‘dead”’ spots. 


EQUIPMENT REQUESTS 


Mr. Furco.o, I remember last year or the year before—and I am 
speaking only for myself now—I felt the program that you people had 
presented with reference to some of the equipment that you wanted 
to buy was not anything near an austerity program and was not realis- 
tic, taking into consideration the amount of money that you might 
have. I refer specifically to conversations that we had, during which 
we went into the question whether or not it might not be possible to 
economize on such things as uniforms or insignia that might be wanted 
by the wardens. 

I realize, as I think anyone would, that if you could have whatever 
was wanted, it certainly would be desirable to give the wardens or 
anyone else every symbol of authority including full uniforms, and so 
forth. On the other hand, I felt also that if we are trying to make the 
penny do everything that it can do, in order to get a better job, if you 
had simply an arm band, or some such evidence of authority, which 
would not cost nearly so much, that that would be desirable. At 
that time those on that side of the table disagreed rather strongly and 
it is my recollection at any rate that they felt that one of the last 
things to be cut down would be such things as I have mentioned, 
I am wondering if the general opinion is still the same. 

Colonel Fonpant. I do not believe we had anything in our last 
year’s appropriation for uniforms for wardens. As I recall it, the only 
uniform clothing that we had in last year’s appropriation was protec- 
tive clothing for firemen, which is again in this estimate. We have 
not purchased anything in the way of individual equipment, except 
arm bands. 

Mr. Furco.o. I was not referring to anything for firemen, because 
my recollection is that we had some discussion during which I asked 
if it were not true that a good many of these volunteers would not be 
members of American Legion posts, and former veterans 

Colonel Fonpaut. I remember the conversation. 

Mr. Furcoto. And undoubtedly they would have Legion uniforms 
that could be used, and which would be distinctive. 

At any rate, you do not have any such things in mind at the present 
time; it is more the arm band sort of thing? 

Colonel Fonpant. That is right. We have purchased arm bands 
and that is the only item of individual equipment which has been pur- 
chased. There is nothing in this estimate for individual equipment 
with the exception of a limited amount of equipment for emergency 
firemen. 

Mr. Furcoio. How about flashlights? 

Colonel Fonpaut. There is nothing in here for any type of individual 
equipment. 
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Mr. Furco.io. Good; that answers that. That is all I have, 
Mr. Chairman. 

Mr. Donoxnvur, May I say a word on this, Mr. Chairman? 

Mr. Bares. Yes. 

Mr. Dononve. If the Reorganization Act becomes effective, as 
we contemplate, on the 1st of July, I think it will be my responsibility 
to be in administrative charge of civil defense in the District of Colum- 
bia. Iam very much interested in it because, during the last war I 
had an opportunity to see it work, because I was both bombed and 
had the opportunity to drop a few bombs myself. I have seen the 
results of both in most European capitals. 

I saw it in London, Brussels, to a very minor degree in Paris and 
Rome. | saw it in Vienna, Belgrade, and Budapest. 

I have an opportunity, immediately following the penetration of 
American Ground Forces into Western Germany to visit many of the 
Geiman cities which had been subjected to the so-called North Ameri- 
can terror bombing raids. I had an opportunity to talk with such of 
the municipal officials as survived some of those attacks. I parti- 
cularly recall talking with the chief of police of Munster, which was the 
first German city to be subjected to a daylight American attack in 
force, which had no purpose other than to destroy the city. This 
happened on the 10th of October 1943, a Sunday morning which I 
shall long remember. I think there were 33,000 people killed that 
Sunday morning in that daylight attack and essentially, the cause 
of the high casualties was the disorganization of the community, 
which had not been organized for civil defense, and from the panic 
which resulted from that attack which caused a great many to lose 
their lives who otherwise might have stayed alive. 

We do not know whether there is going to be a war or not. We have 
not the sources of information that are at your command. 

Mr. Bares. All we know is what we read in the papers, so we do not 
know any more than you do. 

Mr. Dononvur. You must know enough to appropriate $46 billion 
for military purposes and somewhere between $7.9 billion and $6.1 
billion for mutual security funds and for the point 4 program addi- 
tional billions to build up the economic ability of these Western 
European allies and Asiatic allies to defend themselves, which gives 
us the right to believe that there must be some possibility of an attack 
made on this country. 

I do not think those of us who have to pay these taxes are par- 
ticularly concerned as long as the Congress feels that there is that need. 
I think the American public is perfectly willing to respond with the 
money to meet the need. No one can be stupid enough to believe that 
if an attack should come Washington, the Capital of this country, will 
this time escape, as it did before. 

Here we have in Washington nearly a million people who have 
nearly a million dollars—$725,000 of their own money, which they 
are perfectly willing by all apparent signs to expend in preparation 
against such an attack. 

There has been publicity in the press concerning the preparation 
of this request for an appropriation for civil defense. The people of 
Washington know how much money we asked for civil defense and, 
personally, I have not seen a single word of protest and therefore 1 
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seriously urge the members of the committee not to put us in the 
unhappy position we would find ourselves in if that attack, against 
which we are spending so much money, should come and the ar 
of Washington found that their responsible Government officials had 
made no a to prepare them for it. 

I do think that the people are lagging in civil defense. But I 
think we are trying to follow the phi pei af of Congress. If the 
Congress indicates by its appropriation in the field of civil defense a 
lack of need for it, you cannot expect the public to spend the time 
and the stu and the effort to prepare for something which apparent- 
ly Congress does not believe exists. If it does exist, and it would 


seem that it does, I think we ought to be allowed to spend this money 
in preparation for it. 


FinancinG or Crvit DEFENSE 


Mr. Furcoto. Commissioner, would you state for the record who 
is providing the money, whether it is the Federal Government or the 
people of the District of Columbia? 

Mr. Dononue. I would assume, Mr. Congressman, without know- 
ing the details, that if we follow the usual pattern, at least 92 percent 
of it will be the taxpayers’ money of the District of Columbia. 

Mr. Fowter. That is correct. 

Mr. Witp1nc. House Document 460 has a final paragraph which 
dispels all doubt about that. It says that— 


The sums appropriated in this act for the District of Columbia shall, unless 


otherwise specifically provided for, be paid out of the general fund of the District 
of Columbia— 


and so forth. 


Mr. Dononusg. And that would represent from past experience at 
least 92 percent. 

Mr. Furco.xo. In other words, your general position is that if the 
people of this District are aware that there may be an attack, whether 
the reasons for so thinking are good or bad, if they are willing to pay 
92 percent, re ess of what somebody else’s opinion may he they 
should certainly not be deprived of their opportunity to spend their 
own money. 

Mr. Dononup. Yes, sir. I think the individual sense of security 
that the people of Washington would have would fully justify the 
expenditure of this money. 

fr. Bates. Mr. Commissioner, I am sure you must realize that 
this committee has been in favor of the District of Columbia receiving 
more than the 8-percent contribution from the Federal Government. 

Mr. Donouue. I understand that, sir. And we would like a little 
freer hand to use what we do have. 

Mr. Furcouxo. I have no further questions. 


REDEVELOPMENT LAND AGENCY 


Funds available for obligation 





Present Revised 
available | estimate | Difference 
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Obligations by objects 





Presently Revised 
available estimate Difference 


— 


01 Personal services. $5,020 +$5, 020 




















Mr. Fowter. The next item is the Redevelopment Land Agency, 
Mr. Chairman. Mr. Wilding will handle the justification of that. 

Mr. Bares. This is an item of $5,020 for the payment of per diem 
for the fiscal year 1952 of members of the Redevelopment Land Agency 
of the District of Columbia. 

What I want to know is why this item is being brought up in a 
supplemental request. 

r. Witp1nc. Funds for the payment of the authorized per diems 
were not included in the District of Columbia Appropriation Act of 
1952 because it was contemplated that such payment could be made 
from advances received from the Housing and Home Finance Agency 
under title I of the Housing Act of 1949. 

Mr. Bares. And they did not make such payments? 

Mr. Wixpine. It was later, July 10, 1951, determined that this 
could not be done. We were so sidinasd. 

However, an effort was made to pay the per diems for services 
rendered prior to July 1, 1950, from the appropriation of $8,000 
included in the District of Columbia Appropriation Act of 1951, but 
the Comptroller General of the United States ruled that that appro- 
priation was solely for the service of the fiscal year 1951 and that there 
was nothing in the act to indicate that the amount involved was 
intended to be used for per diems due for periods prior to July 1, 1950, 
the beginning of the fiscal year 1951. 

These per diems are payable, as I am sure the committee is aware, 
under the provisions of the District of Columbia Redevelopment Act 
of 1945 which provides that: 

The District of Columbia Redevelopment Land Agency is hereby established 
and shall be com of five members. Two members shall be appointed by 
the President and three members shall be appointed by the District Commis- 
sioners, subject to confirmation by the Senate. * * * The members shall 
receive no salary as such, but those members who hold no other salaried public 
position shall be paid a per diem of $20 for each day of service at meetings or on 
the work of the Agency. 

The amounts making up this $5,020 estimate are for payment for 
1952 of $3,840; for 1950 of $540; for 1949 of $220; for 1948 of $240; and 
for 1947, $180. These are all very small amounts but they are made 
up of the per diems of $20 each, for the most part for the fiscal years 
1949, 1948, and 1947 for payment to Mr. Mark Lansburgh, who has 
been active in carrying on the work of this Agency. In fact, he 
has carried it almost entirely on his own shoulders and provided out 
of his own pocket many of the expenses of the Agency; things like 
stationery, office space and personal services, out of his own pocket. 

In all justice and fairness the Commissioners believe that this small 
honorarium or per diem, whatever it may be called, should be paid 
to him at least as a token of our appreciation of his services. 
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NUMBER OF PERSONS INVOLVED 


Mr. Bates. How many members are involved in this 1952 bill? 

Mr. Wiprnc. There are four. The $3,840 contemplated for 1952 
is for the payment of the per diem of $20 to those nonsalaried mem- 
bers—that is, those holding no other salaried public position. 

Mr. Barres. How many members? 

Mr. Wiupinea. There will be four of them; one District official who 
is a member of the Agency is Mr. Healy, the Surveyor. The other 
members are not District officials. The $3,840 for 1952 is based on 
regular meetings, special meetings and work of the Agency consuming 
& minimum of 16 man-days per month. For each of four members, 
that would be 1 day a week approximately, four times a month, or 
192 man-days for the fiscal year 1952, which multiplied by $20 makes 
$3,840. 


HeattuH DEPARTMENT 


MEDICAL CHARITIES 


Funds available for obligation 





Presently 
Available 


Revised 
Estimate Difference 














Angropriation or estimate ig. .c cc oc cs ee dek - cceccb nn ctnndee $745, 000. 00 | $837, 612.74 | +-$92, 612.74 








Obligations by activities 





























Description —— — Difference 
SS SS SCRA LES aN $128,971.00 | $116, 245,25 | —$12, 725.75 
Berane WS a le 199,099.00 | 237,755.33 | +38, 656. 33 
3. Columbia Hospital and Lying-in Asylum--___...._.....-.- 2, 980. 00 U2 2 Peewee ee 
4, Casualty Hospital... ...... 2.5.2. oa icile ccetgimaripcaiabiied 136, 071. 00 143, 360. 25 +7, 289. 25 
5. Episcopal Eye, Ear, Nose and Throat Hospital_.___...__- 34, 590. 00 49, 631. 70 +15, 041. 70 
6. Garfield Memorial Hospital......................--------- 47,918.00} 56,126.50 | +8, 208.50 
7. George Washington University Hospital. ...............-- 7, 594. 00 20, 436. 00 +12, 842. 00 
8. Georgetown University Hospital__._............-.-....... 56, 828. 00 74, 402. 00 +17, 574. 00 
egg te al agg a Rr RR, IS ai aaa 75, 949. 00 81, 612. 08 +5, 663. 08 
10. Washington Home for Incurables-_-__..-.............-.---- 55, 000. 00 55, 063. 63 +63. 63 
ae Ea AEE SE TERME a 745, 000. 00 837, 612. 74 +92, 612. 74 
Obligations by objects 
Object classification Presently Revised 


available estimate | Difference 





Q7 Other contractual services. ......<.s... cone nccceconncee $745,000.00 | $837,612.74 | +$92, 612.74 














Mr. Bares. The next item is “Medical charities,” a deficiency 
request of $92,612.74. 

Mr. Witpinc. We have Mr. Henry Gavins, who is the adminis- 
trative assistant and budget officer of the Health Department, and 
John P. Sanderson, the director of the Bureau of Medical Assistance, 
who can answer what questions the committee may propound. 
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PAYMENT ABOVE CONTRACT REQUIREMENTS 


This is a matter which has come up before this committee before. 
This is for the payment to private hospitals of amounts which they 
have earned over and above the amount of the contract entered into 
with them by the Commissioners, or by the Health Officer and 
approved by the Commissioners, for medical care of indigent patients 
during the fiscal year 1950. 

The Commissioners had this matter presented to them by the 
Health Officer on behalf of these private hospitals and they believe 
that inasmuch as these services, if they had not been rendered by 
these private hospitals, would have had to be performed in the public 
hospitals, such as Gallinger, at a higher cost to the taxpayers of the 
District of Columbia—mainly $12 or more per day as compared with 
$9 per day, which is the rate enjoyed by the District of Columbia 
under this contract—they felt that the matter should be presented to 
this committee for its prayerful and sympathetic consideration. 


COMPARATIVE COSTS OF PUBLIC SERVICE 


Mr. Bares. On the basis of your argument, if these private hospitals 
can perform this service for less than the public hospitals can, why not 
let the private hospitals do all of it and save money? 

Mr. WILDING. These hospitals could not possibly accept this work 
for any great period of time, because their cost is far from $9 as 
required under this appropriation limit, or even $12 which is stated to 
be the cost at Gallinger. Actually their cost comes to between $18 and 
$19 aday. They have figures showing what their costs are. 

I have just had conversation with a member of the staff of the 
Hospital Council, the executive secretary, who says that he has some 
very compelling figures on that. 

I want to make it plain to the committee that we thoroughly 
understand that the contracts under which these services were 
performed carry specific notice to the contracting hospitals that no 
deficiency can be incurred beyond the amount of the contract. 

Mr. Bares. But they go ahead anyway and render bills against 
you for $92,000? 

Mr. Wiipine. Yes, sir. They go ahead, when they have reached 
the point of the linut of the amount of the appropriation available for 
payment under the contract. They then do not stop and say, ‘“These 
patients cannot be sent to us any more; you have got to make other 
arrangements.”’ They receive them and take care of them, although 
they have no legal claim whatever against the District of Columbia 
for this payment. But they have always done it and they have already 
earned the money, and the cases have been cleared by the process of 
the medical-social investigation to establish the eligibility of these 
patients. That work is done under Mr. John P. Sanderson, the 
director of our Bureau of Medical Assistance. 

And, as I said before, if these cases had not been handled by the 
private hospitals it would have been necessary to send them to Gallin- 
ger where the cost is $12.50 per day as compared with $9 under the 
contract here. 
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I should also like to say, if I may be permitted, that this matter has 
been presented to the Congress on so many other years prior to this, 
that the Commissioners do feel 

Mr. Barss. It is not new, we realize that. 

Mr. Witprne. It runs back all the way to 1937. 





NEED OF PRIVATE HOSPITALS FOR INDIGENT CASES 


Mr. Donouvs. Gentlemen, this is an obligation which we obviously 
owe for a service which, had we performed it ourselves would have cost 
us more money. I think you are probably familiar with the necessity 
for allocating some of these cases to the private hospitals because, 
without these cases, their medical-treatment program would be 
crippled. It is an important part of our public-health program. 

r. Batss. I realize that; | am thoroughly familiar with that. As 
a matter of fact representatives of these agencies have come and talked 
to me about it. 

Mr. Dononvs. I am sure of that. The teaching programs of the 
medical schools and the hospitals are very important of course. 


NECESSITY FOR DEFICIENCY 2 YEARS LATE 


» Mr. Bates. I suppose that, like many other business organizations, 
these hospitals close their books as of a certain time. What are they 
going to do with this money? 

r. Dononus. Every hospital in Washington operates at a deficit 
with perhaps the exception of Doctors’ ‘Hospital and Columbia 
Hospital. Private hospitals are in a peculiar position in coming in 
on this charity work. They spend themselves out of business, because 
those costs are growing constantly. 

Mr. Bates. I am wondering why it is that the two hospitals that 
you mention can operate at a profit while the others cannot. I 

now that to be the case, as I have talked to people from Doctors’ 
Hospital. 

Mr. Donouus. Columbia Hospital made $60,000 a month for 3 
months running. The reason is simply that they handle essentially 
obstetrical cases. They do not use expensive drugs. They can turn 
their patients over in 4 or 5 days and they can perform that service, 
comparatively, very economically. Therefore they operate at a profit. 

r. Bares. I realize that these young people have to be given 
some training and that is about the only way they can get it and I 
realize that these indigents have to be taken care of. Is there any- 
thing further on this item, gentlemen? 


Unirep States Courts 


Mr. Furcoxo. Mr. Chairman, with your permission I wanted to 
ask Commissioner Donohue a question concerning the courts item 
which I understand has already been taken care of. That is at page 57 
of the justifications. 

Mr. Bates. We can return to the item, if the gentleman wishes. 
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Mr. Furcoto. Commissioner, on page 57 there is set out the item 
for the courts. I notice that there is an item of $1,425,000 that 
apparently the United States Government says is owed to it by the 
District of Columbia for services that were rendered. 

I would assume, of course, that the United States Government is 
entitled to the same kind of treatment from the District at least that 
the United States Government gives to the District. We in the 
Federal Government try, of course, to be as economical as possible. 
I can recall an item in reverse where apparently the United States 
Government owed the District of Columbia something like $1,237,000 
for water. We solved that problem by giving $1 million. 

Assuming, of course, that the United States Government is entitled 
to be treated exactly as fairly as the Government treats the District 
of Columbia, why in the name of economy do you not simply say to 
the Federal Government, “We admit that we owe you this money, 
but we want to follow suit. We want to follow the example you set 
for us so we are not going to pay.’”” Why can’t you save that money 
that way just as the Federal Government did? Or does the sense of 
ethics of the District interfere? 

Mr. Donouve. Our sense of integrity may be higher. Our repu- 
tation is worth more to us than the difference in dollars. 

Mr. Furcoto. I think your point is very well taken, Commissioner. 
But I did want to mention this because it seemed rather strange to 
me that the United States Government should be insisting on the one 
hand that you people pay your just debts and obligations while on the 
other hand there is some question about whether we should pay ours. 

Mr. Donouve. We believe an obligation is an obligation and we 
try to meet it. 

Mr. Furcoto. That is all I had in mind. 

Mr. Donouve. Thank you for raising the point. 


Pusiic Works 
OPERATING EXPENSES, ELECTRICAL DIVISION 


WITNESS 
H. A. FRIEDE, ELECTRICAL DIVISION 


Funds available for obligation 











| 
Presently Revised | 
available estimate Difference 
DIRECT OBLIGATIONS 
Appropriation or estimate........................-.-...----..] $1,335,000 |$1, 354, 340. 64 | +$19, 340. 64 
REIMBURSABLE OBLIGATIONS 
Reimbursements from Highway Fund....................-.-. 2, 028 ROMNe 8 ot 
| 





eo RE EP aS Leta pe eee ee oy aces 1, 337,028 1, 356, 368.64 | +19,340. 64 








20553—52—pt. 1——-8 
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Obligations by objects 

Object classification yam la ay —— te | Difference 
Total number of permanent positions...........-..-....------ 57 i 
Average number of all employees__............-..--..-----..- 94 of, MEEPS REE 

01 Personal services: 

et ne ea ee a eee ey ee ee $173,712 | $152,527.34 | —$21, 184.66 
Part-time and temporary positions._-_-............-...- 126, 216 98, 315. 84 —27, 900. 16 
Regular pay in excess of 52-week base............--..- 720 1, 263. 00 +543. 00 
Payment above basic rates.............-.-....-..--..- 1, 584 2,015. 00 +431. 00 
Pay increases, Public Law 429.............-.......--- 8, 555 GOO ton counccpneccae 
Dated Darel BOTTI oo aca ncpmtcinincnmcendccewesie 310, 787 262, 676. 18 —48, 110. 82 

pee WEG ESE S EN eS hae TRS RCS LR RE ERE ol 1,178 1, 107.00 —71. 
04 Communication services....................--...--.---..- 97, 703 108, 753. 00 +11, 050. 00 
05 Rents and utility services._.........................-.-..- 886, 525 949, 278. 46 +62, 753. 46 
06 Printing and reproduction..................-.-.---.----.- 2, 500 2, 284. 00 —216. 00 
OF: Oar Semtraeres GOT VINNS........... . - cn pectccneceneccenss 4, 785 5, 134. 00 9. 00 
0S ‘Supplies and matertels................................-.... 23, 550 19, 936. 00 —3, 614. 00 
Oe I adiiniibe penis hin pacdnabcnanh cnwenimincasynne 10, 000 7, 200. 00 —2, 800. 00 
ID ii 63k pode ccentns ned noupacccetonsiigud 1, 337, 028 | 1,356, 368. 64 +19, 340. 64 














Mr. Bates. The next item is the request for “Operating expenses, 
Electrical Division,” $19,340.64. | 

Mr. Wixpine. Mr. Herbert A. Friede will present this item. 

Mr. Friepr. The appropriation for “Operating expenses, Elec- 
trical Division,” contained in the District pf Columbia Appropriation 
Act, 1951, was $1,335,000. Of this total amount, $886,525 was for 
payment of street-lighting bills. 

However, the rates for street lighting were increased approximately 
33 percent, effective April 15, 1951, by the Public Utilities ovens scm 
and the amount found to be actually needed for the payment of street- 
lighting bills for the fiscal year 1951 was $949,278.46, an increase for 
the period April 15 through June 30, 1951, of $62,753.46. 

Through savings effected in this appropriation under other objects 
of expenditure amounting in total to $43,412.82, the deficiency in 
the amount required for the payment of street-lighting bills has been 
reduced from $62,753.46 to $19,340.64, for which this estimate of 
appropriation is submitted. 

Mr. Bares. Why did not this become apparent to you before your 
regular budget request came up? 

Mr. Friepe. That year we had already been before the House 
committee, before the Public Utilities Commission had granted the 
increase. We were already in the Senate hearings at the time the 
increase was granted by the PUC. So, there was no recourse in that 
particular appropriation year. 

Mr. Bates. Thank you very much. 
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Wepnespay, May 28, 1952. 
Repairs To Outp Bay Line PIER 


WITNESS 


HON. PORTER HARDY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 

R IR 1. WADSWORTH, CHIEF CIVIL WORKS BRANCH, WASH- 
INGTON DISTRICT, U. S. CORPS OF ENGINEERS 


Funds available for obligation 























Presently Revised | : 
available estimate | Difference 
| | 
PRNU NDR N ee AUR, finn Salk ici henv eset higcne nil] $42, 000 | +$42, 000 
| | 
Obligations by objects 
: Presently | Revised ’ 
Object classification available estimate Difference 
Oe ee ID screens da i ecu gies eneene sass lodeean sl packs $42, 000 +342, 000 











Mr. Bares. Mr. Hardy, a Member of the House, and one who 
always looks out for his people, has an interest in one of the items 
that the committee is considering today. We will be glad to hear 
you, Mr. Hardy. 

Mr. Harpy. Mr. Chairman, I am indebted to you for permitting 
me to come here and give you a little information in a matter in which 
we are interested, and I appreciate very much your allowing me to 
interrupt your proceeding, because I do have to attend a meeting of 
the Armed Services Committee. 

The item that we are particularly interested in is an item of $42,000 
for work in connection with a pier down here on Maine Avenue, where 
the Norfolk steamer docks. 

The situation with respect to that pier came to my attention some 
months ago, and I was advised that it was in such a state of disrepair 
that the ship was not going to be able, very long, to tie up at the pier. 
The fact of the matter is that there was some talk at the time that 
continued use of the pier might be prohibited. 

And I am not sure of the source, but there was some indication that 
the ship might not be able to secure insurance because of the condition 
of the pier. 

We have explored every possible thing we can in the way of getting 
the pier rehabilitated without involving any Federal appropriation. 

The Baltimore Steam Packet Co. is operating that steamer on a 
very thin margin, I understand, from the financial standpoint, and 
the District of Columbia government said that it had no current 
funds with which it could do this work. 

So, the situation got into pretty bad shape, and I became quite a 
little bit disturbed lest we might lose the steamer service. 

There was a time when we had two steamers operating between 
Washington and Norfolk, and during the war one of the steamers 
was taken over by Uncle Sam and since that time we have had service 
every other night in each direction. 








114 


This steamer is about the last of the river steamers that are oper- 
ating. It is an extremely restful trip down the river, Mr. Chairman, 
and a trip that would be enjoyed. The overnight voyage in itself, 

lus the enjoyment that you would get from visiting my district 
ad me recommend that the members of the committee should 
take a trip on this boat. 

I am speaking now so much in advertising my own district, as I 
am thinking of the welfare of my colleagues. 

But this steamer is performing a valuable service, not only to the 
people in my district, to the city of Norfolk, Va., but also to the people 
of the District of Columbia. 

Mr. Bates. What is the name of the boat? 

Mr. Harpy. The District of Columbia. 

Mr. Bares. It is not the Robert E. Lee? 

Mr. Harpy. No;she isnot. And the fact of the matter is we want 
to get another vessel, and certainly the name of Robert E. Lee will be 
the suggested name. I am all for that, and maybe if we can get this 

ier in reasonable shape in the course of time the operation may 
justify the purchase of an additional steamer, at which time I cer- 
tainly shall suggest that its name be Robert E. Lee. 

But, Mr. Chairman, in view of the fact that unless these funds are 
appropriated, the alternative seems to be a discontinuation of this 
service, I most heartily recommend your favorable action on this 
request. 

r. Bates. Do you travel to your home on that steamer? 

Mr. Harpy. I frequently do. I do not always use it. 

Mr. Bates. You would, if the trips were more frequent? 

Mr. Harpy. I most certainly would use it more; the only reason 
that I do not use it more often is because it only makes the trip every 
other night. I would not be able to get back at the time that I need 
to get here, Mr. Chairman, but I do recommend very strongly that 

ou take the time to go one night and spend 2 days down there—in 
act, you could spend more than 2 days, and I am sure you would 
enjoy it. 
do hope that you will look favorably upon this request, because I 
regard it as an extremely important matter, and as I said, we have 
explored every other possible avenue that seems to be available, and 
we have not been able to find any other solution. 

If there are any questions in connection with this request, I will be 
happy to answer them, not from the standpoint of the company, but 
the standpoint of the valuable service which the steamer performs. 

Mr. Bates. I have no questions now, but I am quite sure that 
General Robinson will want to appear in further justification. 

General Rosinson. Yes; I have some testimony that I would like 
to present at the proper time. 

Mr. Bates. And Congressman Hardy’s statement will appear in 
the record in connection with the consideration of the item. 

Mr. Witson. You did not mention the fact that you have a nice 
beach down there also 

Mr. Harpy. I did not mention that to my colleagues, because 
I am sure they were fully informed concerning it, as I am sure most 
everyone is. 

r. Witson. Also, the hotel, where you can stay and enjoy the 
beautiful ocean scenery. 
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Mr. Harpy. I am deeply indebted to my friend for his contribu- 
tion, because people do come from many other areas to that spot. 
Mr. Chairman, I sincerely hope that the committee will give its 
favorable 2 ae to the item. 
General Rosrinson. I would like to make a statement on this item, 
if I may. 
BACKGROUND OF REQUEST 


Mr. Batess. The amount of this item is $42,000. You may proceed, 
General Robinson. 

General Rozinson. The River and Harbor Act of August 30, 1935 
(Committee on Rivers and Harbors Doc. No. 13, 73d Cong., 1st sess.), 
authorized the Corps of Engineers, United States Army, to undertake 
a program of improvement of the Washington water front based on 
completion in 1946. This project provided for the construction of 
steamship piers, yacht basins and bulkhead walls, and the removal 
of old and dilapidated structures. 

Work on the project was started in 1938; was suspended during the 
war years of 1943-45; and, following a short period of activity after 
World War II, was again secpundal Approximately 35 percent of 
the original plan of construction is complete, consisting of two yacht 
basins and two steamship piers. Under the program there remains to 
be constructed one more yacht basin, two piers, and miscellaneous 
bulkhead walls. 

Incidentally, I believe the District of Columbia has contributed the 
entire amount of local cooperation in cash toward this project. That 
was required under the afore-mentioned act. 

In 1935, the properties involved in the planned improvement were 
under the iurisdiction of the District of Columbia as a result of early 
developments in the laying out of the city of Washington and con- 
version of vrivate water-front ownerships to public control. There- 
fore, pursuant to certain provisions of the above-cited act, and to 
facilitate management of the affected properties during the period of 
construction, the Commissioners, in 1938, transferred these properties 
to the Secretary of War. 

At the time of the transfer, most of the properties had, through 
long usage, reached an advanced stage of dilapidation, pean it was 
apparently believed that the wold remain usable until replaced by 
the improved facilities, which, as indicated above, were expected to 
be ready by 1946. The properties were at that time occupied by 
various tenants under leases from the District of Columbia. 

During the years in which the transferred properties have been 
under the jurisdiction of the Corps of Engineers, United States Army, 
there has been deposited in the Treasury to the credit of the general 
revenue fund of the District of Columbia, approximately $190,000, 
collected as rents for the transferred properties. This money, of 
course, was not available to the Corps of Engineers for maintenance 
purposes. It is my understanding that no Federal funds have been 
available for major repairs, and tenants have been reluctant to pro- 
vide other than the minimum of property care required under the 
conditions of their leases, knowing that the project for water-front 
improvements was in progress and that leases would eventually be 
terminated or readjusted. 
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I might say at this point that the repairs proposed to be done with 
this $42,000 cannot legally be charged against the tenants under the 
terms of their leases. Some of the properties involved have reached a 
critical stage of disrepair. In the meantime, prospects for resumption 
of the improvement project in the near future are remote, and the 
condition of dilapidation may be expected to increase at an acceler- 
ating rate. 

The general situation is illustrated by the case of the property 
presently leased to the Baltimore Steam Packet Co., which operates a 
steamboat transportation line furnishing service between Washington 
D. C., and Norfolk, Va. 

So we come to the alternatives, which were mentioned by Congress- 
man Hardy with whose testimony I thoroughly agree, that we must 
repair the piers or we must face the fact that this excelleat service 
from Washingtoa to Norfolk would have to be discontiaued. 


FREIGHT AND PASSENGER TRAFFIC 


I think it is interesting to note that during 1951 there moved over 
this line some 18,000 tons of freight and more than 40,000 passengers. 
That is a service which we feel very strongly should be kept intact. 

There are people here who can testify as to the details of the repairs. 
The $42,000 was arrived at on the basis of an estimate initiated by, 
and concluded by the District engineer and is considered to be the 
absolute minimum necessary to put the pier in a safe operating 
condition for a period of 5 to 6 years. 

If you wish any other details, we have some people here who can 
testify as to them. 

Mr. Bares. If you have a detailed statement with reference to that 
tonnen that moved over that line, I should like you to insert it in the 
reco 

General Ropinson. I have a table here showing the tonnage and 
passengers moved by this line from 1945 to 1951, inclusive. 

(The matter referred to follows: ) 


Washington Channel, D. C., statistics, January 1952 


























| ! 
| 1945 | 1946 | 1947 | 1948 | 1949 | 1950 | 1951 
Freight (tons): | 
Norfolk boat ..__............... _| 118,440 | 230,642 | 14,921 | 212,184 416,907 | 19,693 | 18, 131 
Fish market... =. .--- =.= | 1,496} 1,963} 1,362) 1,200) 1,115] 1,160] @ 
Otter. es. URLS AE ERC BES SE eR ESS Dako aie pe i 1, 100 |..-.-..-.]-------.- 5) 
Total freight..........-.- _...| 19,936 | 32,605} 16,283 | 14,583 | 18,022] 20,853] (8) 
ssanpaiel 
Passengers: | 
Norfolk boat .........__._. __...| 151,349 | 263,706 | 47,896 | 3 52,830 | 439,468 | 49,300] 40,274 
Wilson Line..._------- -.---| © | @) | 230,273 | 211,143 | 199, 868 | 198, 303 | 212, 809 
Potomae River Line. ------__-_- | | (| 107,164 | 104, 668 | 87,218 | 74,481 | 103,815 
Robert E. Lee (colored). ..._.._.-! (5) | (4) 67,644 | 51,873 | 41,599 |-...-_..-]-..----.. 











Total passengers. .._- ait? + 601, 432 | 843, 152 | 452,977 | 420,514 | 368,153 | 322,093 | 356, 898 





12 boats operating. Total freight reported, 27,940 tons; passengers, 93,362. 

2 2 boats operating 3 months. Total freight reported, 39,303 tons; passengers, 77,633. 

3 Operations suspended 3 months. Freight reported, 9,747 tons; passengers, 42,264, 

; wage c= eae 5 months, Freight reported, 12,680 tons; passengers, 29,601. 
Not available, 


Norts.—Figures in table adjusted for ———— with 1947 and 1950 (1 boat) to indicate trend, 
District of Columbia, 1,240 tons, 298 by 53 by 16 feet; 550 passengers; $42,000. 
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Recreational boats based in Washington Channel 
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! 
| 196 =| = 1950 

| 

WOOD Bi dcsed. cocacroe ee ck Sh) ee es | 114 80 
pg ET Ser brat oon pRtgere tol aT Ge ger Mela aed Sts Bene Mee mn tte ae | 95 7 

sien itiiaceacheeedes cates ab niin latina pieces in atieiinin wise oscapanitmdaclbimnsameeindunwe | 24 17 
TO ais Bib anne ik aa aa: wate ochdsipe wo tensa 4cinprimneen cepbaantee 31 | 33 
Pe a Og ee ee 30 | 24 
ORRIN CY Sitniee, SS ck Soe ee 85 | 59 
Re ES SE aI TT Se Ree ean Nm ene RT Se Bs cs apstlasboae phate | 16 
(etcetera lll R AT a0 it Be Allee aliag lll NG Rie leg io agli a (eatin 16 
RR AS PURE Sa A 5. i aR SAAS MEN NAIR REISE 23 | 29 
SE ENS) SINT LIE SUING, TOILE RE PCI 402 | 352 





Note.—As of Jan. 23, 1952, there were 105 persons having permanent residence aboard 54 recreational craft 
based in Washington Channel. This compares with 119 persons living aboard 39 boats in February 1948. 


STATEMENT OF LEGAL RESPONSIBILITY 


Mr. Bares. I notice, General, in your justification, in the last 
paragraph on page 71, you say: 

Under the terms of the lease, normal maintenance and repairs are made by the 
lease, * * * 

It seems to me that some of these items of repair ought to be the 
obligation of the lessor. 

General Roxsinson. We went into that, and I believe we have a 
witness here who can testify in perhaps more detail. That was taken 
up with the persons who administer the lease, the district engineer’s 
office, and they received an opinion on it and it was determined that 
these particular repairs were not a responsibility of the lessee. 

Mr. Bares. I think it well to have that statement in the record, 
General, and a copy of that opinion. 

Mr. Wapswortu. I can furnish that in the form of a written state- 
ment. 

Mr. Bates. Very well. 

Mr. Wapswortu. I have some pictures here showing the dolphins 
standing at the corner of the dock on which the vessels dock; the 
vessels must come up against the dock. I think this will give the 
answer. This is really for the protection of the docks. 

Mr. Bares. We would like to have a statement in the record, as 
well a8 the opinion you referred to. 

Mr. Wapswortx. We can supply you a copy of it. 

Mr. Bates. Thank you very much, gentlemen. 

(The matter referred to is as follows:) 


STATEMENT RELATIVE TO MAINTENANCE BY LESSEES OF PROPERTIES ON WASH- 
INGTON CHANNEL, WASHINGTON, D. C. 


Public Law 364, Eightieth Congress, approved August 5, 1947, provides that 
leases granted by the Secretary of War may provide for the maintenance, pro- 
tection, repair, or restoration by the lessee, of the property leased, as a part or 
all of the consideration for the lease of such property 

The standard form of instrument used in granting leases of properties under 
control of the Department of the Army, pursuant to this act, contains the following 
conditions: 

(a) That the lessee has inspected and knows the condition of the leased property 
and it is understood that the same is hereby leased without any representation or 
warranty by the Government whatsoever, and without obligation on the part of 
the Government to make any alterations, repairs, or additions thereto. 
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(b) That, subject to the limitations of condition No. —— hereof with respect 
to the restoration of the property, all portions of the leased i property shall at all 
times be page and maintained in good order and condition by and at the 
expense of the lessee. 

(c) That, on or before the date of expiration of this lease or its termination by 
the lessee, the lessee shall at its cost vacate the leased property, remove the prop- 
erty of the lessee therefrom, and restore the leased property to as good order and 
condition as that existing upon the date of commencement of the term of this 
lease, less ordinary wear and tear and damage to the leased property covered by 
insurance and for which the Government shall receive or has received insurance 
funds in lieu of having the damaged property repaired, replaced, restored. If, 
however, this lease is revoked, the lessee vacate the leased property, remove 
the property of the lessee therefrom, and restore the leased cd to the condi- 
tion aforesaid within such time as the Secretary of the Army may designate. 
In either event, if the lessee shall fail or neglect to remove the pro - the 
lessee and so restore the leased property, then, at the option of the 
of the Army, the property of the lessee shall either become the property of the 
United States without compensation therefor, or the Secretary of the Army may 
cause it to be removed and the leased property to be so restored at the expense of 
the lessee, and no claim for damages against the United States or its officers or 
= shall be created by or made on account of such removal and restoration 
work. 

In the leasing of properties on the Washington channel, it was contemplated 
that lessees would furnish only normal maintenance which could reasonably be 
expected and obtained from short term tenancies, subject to termination at any 
time. Rental appraisals therefore took into consideration only such normal 
maintenance and were not, and could not be, predicated on tenants performing 
major rehabilitation of the properties, which in many cases would involve ex- 
pensive replacement of deteriorated substructures, the amortization of which 
— not reasonably be expected during the tenancy under a short term revocable 
lease. é' 

In the case of the property leased to the Baltimore Steam Packet Co., the 
former tenant, the Norfolk & Washington Steamboat Co. furnished information 
that during the term of its occupancy it expended approximatel 4000 per 
year in maintenance, in addition to carrying fire insurance on the property. 
The Baltimore Steam Packet Co. advises that it has expended a total of approxi- 
mately $8,150 in maintenance during the 3 years of its occupancy of the premises. 

The item of work for which funds are requested are considered to be repairs 
over and above those normally required under the conditions of the lease. 


Auan J. McCourcuen, 
Colonel, Corps of Engineers, 
District Engineer. 
(The following material was submitted to the committee in con- 
nection with te pier estimates as contained in House Document 
No. 502, which document follows immediately:) 


{H. Doc. No. 502, 82d Cong., 2d sess.] 


CoMMUNICATION FROM THE PRESIDENT OF THE UNITED StTaTEs TRANSMITTING 
Proposep SupPLEMENTAL APPROPRIATIONS FOR THE FiscaL YEAR 1953, IN 
THE AMOUNT OF $585,750, AND FOR THE FiscaL YEAR 1952, IN THE AMOUNT 
oF $113,000, ror THe District oF COLUMBIA 


THe Waite House, 
Washington, June 11, 1952. 
The SPEAKER OF THE HovusE OF REPRESENTATIVES, 


Str: I have the honor to transmit herewith for the consideration of the Con- 
gress proposed supplemental appropriations for the fiscal year 1953, in the amount 
of $585,750, and for the fiscal year 1952, in the amount of $113,000, for the Dis- 
trict of Columbia. 

The details of these proposed supplemental appropriations, the necessity 
therefor, and the reasons for their submission at this time are set forth in the 
attached letter from the Director of the Bureau of the Budget, with whose com- 
ments and observations thereon I concur. 

Respectfully yours, 
Harry 8S. TrRuMAN. 
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Executive OFFICE OF THE PRESIDENT, 
BuREAU OF THE BuDGET, 
Washington 25, D. C., June 10, 1952. 
The PREsIDENT, 
The White House. 


Srr: I have the honor to submit herewith for your consideration proposed 
supplemental appropriations for the fiscal year 1953, in the amount of $585,750, 
and for the fiscal year 1952, in the amount of $113,000, for the District of Colum- 


bia, as follows: 
DISTRICT OF COLUMBIA 


COMPENSATION AND RETIREMENT FuND EXPENSES 













DISTRICT GOVERNMENT RETIREMENT AND RELIEF FUNDS 


roan additional amount for “District government retirement and relief funds’, 
$39 ; 

For an additional amount, fiscal vear 1952, for ‘‘District government retirement 
and relief funds”, $113,000. . 


REGULATORY AGENCIES 
OFFICE OF ADMINISTRATOR OF RENT CONTROL—SALARIES AND EXPENSES 


For necessary expenses for ‘“‘Office of Administrator of Rent Control” [[$136,- 
650] $188,750, of which $35,000 shall be available for payment of terminal leave only: 
Provided, That this paragraph shall be effective only upon enactment into law of 
S. 2988, Eighty-second Congress. 


Division OF EXPENSES 


The sums appropriated in this Act for the District. of Columbia shall, unless 
otherwise specifically provided for, be paid out of the general fund of the District 
of Columbia, as defined in the District of Columbia Appropriation Acts for the 
fiscal years involved. 

The Commissioners of the District of Columbia have submitted the above pro- 
posed supplemental appropriations to the Bureau of the Budget with the statement 
that such amounts are required to meet contingencies which have arisen since the 
transmission of the budgets for the fiscal year involved. 

Inasmuch as the estimated revenues of the District of Columbia appear to be 
sufficient to provide for the expenditures proposed, I recommend that the foregoing 
proposed supplemental appropriations be transmitted to the Congress. 

Respectfully yours, 
F. J. Lawton, 
Director of the Bureau of the Budget. 





COMPENSATION AND RETIREMENT FuND EXPENSES 


District government retirement and relief funds, District of Columbia 
AMOUNTS AVAILABLE FOR OBLIGATION 





























1952 presently) 1952 revised | , 
available | estimate | Difference 
Appropriation or estimate -...........-.-..-.----------------- $8,119,000 | $8,232,000 |  +$113, 000 
OBLIGATIONS BY ACTIVITIES 
Description | | 
1. Civil-service retirement and disability fund _..............- $2, 542, 000 TE | ee 
2. Teachers’ retirement appropriated fund...............-.... 2, 107, 000 ee" 5 RATER 
3. Policemen’s and firemen’s relief. ......-.----.-.2222222.22.. 3,470,000 | 3, 583,000 | +$113, 000 
Obligations incurred. . 8,119,000 | 8, 232, 00 | +113, 000 
OBLIGATIONS BY OBJECTS 
Object classification | | 
12 Pensions, annuities and insurance claims. _--............- | $8,119,000 | $8, 232, 000 +$113, 000 
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ScHEDULE ON SUPPLEMENTAL APPROPRIATIONS AND REVISED EsTIMATES 


District government retirement and relief funds, 1952, District of Columbia, compen- 
sation and retirement-fund expenses 


1. Present appropriation or estimate__.........---.-_---.------ $8, 049, 000 
2; es SOULS MYEGNEO. 8 gow occ ce cce nnn enednbace | sane nnne 
3. Total amount avaliable. ee ces 8, 049, 000 
4. Apportionments: 
DE SD LE ED MEO IO SEA IAS LEP SAREE © RE 5, 499, 000 
ga ieee ast rd ap nea ib Se 850, 000 
PEARL ARETE NEL LE ALIEN LN PELE TED i 
a RRA li a ee SIE abel ea asa SIM pa 850, 000 
Nery WOIEVOR ee ee a ee 
5. Total apportionments and reserves__........---------- 8, 049, 000 
6. Obligation: 
NS ite eRe a ie BART AS et TELL A AES 5, 523, 852 
Heoond quarter (actual). 23. os 5.5 ok ec ciate 882, 721 
I a 896, 238 
Fourtn quarter (estimated)... nn eee ccae on 929, 189 
> Total actual or estimated obligations............------ 8, 232, 000 
B.. cen total amount Ovaleue............. .. ~<a nonnsnonccunsue 8, 049, 000 
9. Estimated supplemental TOQUE. 2m ogc ainm onemeoneeh 183, 000 
10. Estimate supplemental included in latest budget-_--..--.-.---- 70, 000 
11. Date needed: 


Vor Onligation, Jane 15, 10025. 22 a See i 
For expenditure, June 15, IE px ibis nah nt en it yl Lake 
12. Estimated expenditures from supplemental: 




















eh nD RO... 8 cnniccs dewdbanowndiaebannwendbavenemamioueleal $70, 000 $183, 000 
I iss nei od dak tlideio Sesiplsingmiensbhetntscomeresaieeaiencetinag kahit dablented dies aae beans niaraerimeame 
i SR PATA ERL IS HE PARR PRD. FRI EM TA, Ra  e 
SP aihiis enh 25 ish ntninkagantinnenadincentiniienniuneah-ptamiinsats subi 70, 000 183, 000 

13. Actual obligations last 3 months: . 
SE a pe a a andere eee et eae RR a $300, 870 
WINN ad SE he De akss ee Onna ebeta cc. 309, 773 
(ASSL ACRE AS Soe RR GS Nee Se a p< A Sk ee OE 300, 959 


District government retirement and relief funds, District of Columbia 


AMOUNTS AVAILABLE FOR OBLIGATION 





1953 presently| 1953 revised : 
available estimate Difference 





ga Re aa gee Ral une ep tea $8, 262, 000 $8, 659, 000 +$397, 000 








OBLIG ATIONS S BY ACTIVITIES 











Description 
1, Civil service retirement and disability fund-_..............- $2, 418, 000 $2,416000 focusses 
2. Teachers’ retirement appropriated fund-__............-..-- 2, 244, 000 it 3} =e 
3. Policemen’s and firemen’s relief.................-..-------- 3, 600, 000 3, 997, 000 +$397, 000 
Cite ndittee 282 her | 8, 262, 000 8, 659, 000 +397, 000 





OBLIGATIONS BY OBJECTS 





Object classification 
12 Pensions, annuities, and insurance claims_._.............. | $8, 262,000 $8, 659, 000 +$397, 000 
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Policemen’s and firemen’s relief 


1952 FISCAL YEAR 














1952 pppropsintion RL Soli tabs Aidbetiws. yawersel cltsc $3, 400, 000 
1952 Third Supplemental Appropriation Act_____..._._----.----- 70, 000 
3, 470, 000 
RROD OIA Bie oie dt Sle iuclsdsae ek wuld 113, 000 
IS twee eh cls Deny elo ae otis Sue Jo oued ius Sees 3, 583, 000 

ESTIMATED EXPENDITURES, 1952 ry 
PIR NTO 8s rs he ie oe ee ods 3, 462, 000 
eGNILAl ONG Mmodical care... oS Ea SAR nee: 68, 000 
ON on se a eet oe crip Di te gag el rn ec leehise ep 53, 000 
0 SIE SA OSENS SECTS ROTTER 3, 583, 000 

4 1953 FISCAL YEAR Ms 
1953 appropriation bill_............_._____- fuse h p oe Sie 
Estimated deficiency_.._....._._______- Sys: oh Eatin 397, 000 
RU ih. Bor etapa t sy so {e. ok Jebus hee Ee 3, 997, 000 
1952 estimated expenditures (base)___._.._________ eee wr 583, 000 
Estimated increases: nie pe 
Payments to beneficiaries_____._______..__-._---_---___- 150, 000 
Hospital and medical care__..___________________--___- 15, 000 
MOIUNGIRs kis hab cebiccnn de seccens ee re a ae 10, 000 
ANE BIN 666 iii ps Wes US din Le RwS 175, 000 
Estimated pension increases commensurate with compensation _ oe 

increases under Public Law 207: 

RIA PRONE oh a Bite iil be nob eben 261, 000 
Less 1 month included in base________..___._-__--_---- 22, 000 
SES CUNT IIIB 5 he Finds acho on ok ck enews 239, 000 
"8,997, 000 


CoMPENSATION AND RETIREMENT FuND EXPENSES 


District government retirement and relief funds: For an additional 
amount, fiscal year 1952, for ‘‘District government retirement and 
(Sa eiageek,  ly aap cee Tipping eo i nll ah ea Eitan LG BE $113, 000 
District government retirement and relief funds: For an additional 
amount, fiscal year 1953, for ‘‘District government retirement and 
CS RE RF TPO Ss TN aoe PT CE CD ree ee 397, 000 


The total amount of estimated deficiencies is $510,000. Of this amount 
$113,000 represents a deficiency in the 1952 appropriation over and above the 
$70,000 contained in the third supplemental appropriation bill, and $397,000 
represents the amount by which estimated obligations for the fiscal year 1953 
exceed the amount contained in the appropriation bill. This total includes the 
estimated amount necessary to pay pension increases for the month of June 1952 
and the fiscal year 1953, commensurate with the compensation increases authorized 
by Publie Law 207, approved October 25, 1951. No amount is included to cover 
any pension increase which might be granted administratively if proposed legis- 
lation providing increases in salaries of policemen and firemen is enacted. 

On December 10, 1951, the Commissioners requested a decision of the Comp- 
troller General as to whether an increase of pension benefits commensurate with 
the compensation increases authorized by Public Law 207, approved October 25, 
1951, could be granted and paid to retired members of the Metropolitan Police 
Department, United States Park Police, White House Police, and the Fire 
Department. The Comptroller, under date of December 28, 1951 (B—106931) 
held that payment of the proposed pension increases under the circumstances 
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stated, would be in contravention of the provisions of section 1211 of the act of 
September 6, 1950. Therefore, the persion increases could not be paid prior to 
Se gee emer by Congress to cover estimated deficiencies, and it is doubtful if 
the administrative increases permissible under the act of October 25, 1951, could 
be continued into 1953 unless the appropriation is increased effective July 1, 1952 
by $397,000, of which $261,000 represents the amount required to pay such 
increases. 

The following is a tabulation of these estimated deficiencies in the amount 
allotted for policemen’s and firemen’s relief from the 1952 appropriation for 


District government retirement and relief funds and also, in the amount included 
in the 1953 appropriation bill. 


OFFICE OF THE AUDITOR OF THE District orf COLUMBIA, 


May 22, 1952. 
To tHe Bouncer OFFICER: 

Attached is a tabulation of the estimated deficiency in the amount allotted for 
policemen’s and firemen’s relief from the 1952 appropriation for District govern- 
ment retirement and relief funds and also, in the amount included in the 1953 
appropriation bill. 

he total amount of such estimated deficiencies is $510,000. Of this amount 
$113,000 represents a deficiency in the 1952 appropriation over and above the 
$70,000 contained in the Third Supplemental Appropriation Act, and $397,000 
represents the amount by which estimated obligations for the fiscal year 1953 
exceed the amount contained in the appropriation bill. This total includes the 
estimated amount necessary to pay pension increases for the month of June 1952, 
and the fiscal year 1953, commensurate with the compensation increases authorized 
by Public Law 207, approved October 25, 1951. No amount is included to 
cover any pension increase which might be granted administratively if proposed 
legislation providing increases in salaries of policemen and firemen is enacted. 

On December 10, 1951, the Commissioners requested a decision of the Comp- 
troller General as to whether an increase of pension benefits commensurate with 
the compensation increases authorized by Public Law 207, approved October 25, 
1951, could be granted and paid to retired members of the Metropolitan Police 
Department, United States Park Police, White House Police, and the Fire De- 
partment. The Comptroller, under date of December 28, 1951 (B- 106931) held 
that payment of the proposed pension increases under the circumstances stated, 
would be in contravention of the provisions of section 1211 of the act of September 
6, 1950. Therefore, the pension increases could not be paid prior to appropriations 
by Congress to cover estimated deficiencies, and it is doubtful if the administra- 
tive increases permissable under the act of October 25, 1951, could be continued 
into 1953 unless the appropriation is increased effective July 1, 1952, by $397,000, 
of which $261,000 represents the amount required to pay such increases. 


A. R. PitKerRTon, 
Auditor, District of Columbia. 


Policemen’s and firemen’s relief 


1952 FISCAL YEAR 
1952 Appropriation Act 


5 ARs cudmtes co. _...--.------- $8, 400, 000 
1952 Third Supplemental Appropriation Act_____._-..-.-- Pope 70, 000 
cA pic ater gages PCS ee NESE Pa at 3, 470, 000 
SELLE LL ALDER IAD OE PET ENO TE , 000 
Esa? GEER ET SRE STARR Oke SOE yA RAN 3, 583, 000 
ESTIMATED EXPENDITURES 1952 
renee ey Tn S88 SF he Pe ee ce 3, 462, 000 
ne an cn ee ee decade uacnenet 68, 000 
PI a ns ee, | ern ee ee ee aan 53, 000 
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Policemen’s and Firemen’s relief—Continued 


1953 FISCAL YEAR 


1053 Appropriation 0s. 3 3. niente eecodesawee be beeedi $3, 600, 000 
Te eT cin a ee 397, 000 
ithe RRA th odie ih heels th sdememainnvnid ore gh enisamarwineetninmaiales 3, 997, 000 
1952 Estimated expenditures (base)_....._._._._._-_.-___---____- 3, 583, 000 
Estimated increases; 

Payments to beneficiaries. _.................--.--_-_-- 150, 000 
Hospital and medical care___...............--......--- 15, 000 
act acta ts iy ate Ss charset dace ber a alk en va psd ces nremnecnenn be 10, 000 
IE AI i a ha te le ins cs eapindna > shesiearg cata 175, 000 

Estimated pension increases commensurate with compensation 

increases under Public Law 207: 

pO EDT OLE LETT OPTS CR TEEN 261, 000 
Less 1 month included in base___..._._...__-__._-______- 22, 000 
EE Mindat anid basin tind Scmbd wisdsh Cokie Came wit 239, 000 
RINT Toi eae lam Chis ih in on % ins none feo 4cidis = da waned 3, 997, 000 





ComPTROLLER GENERAL OF THE UNITED StatTEs, 
Washington, February 20, 1951. 
Hon. Joun Russet Youna, 


President, Board of Commissioners of the District of Columbia. 


My Dear Mr. Youna: Consideration has been given your letter of September 
15, 1950, presenting for decision certain questions pertaining to the entitlement 
of Mr. Frank J. Wilson, retired chief of the United States Secret Service, to an 
increase in the amount of pension being paid to him from the policemen and 
firemen’s relief fund pursuant to section 12 of the act of September 1, 1916, as 
amended by the act of October 14, 1940 (54 Stat. 1118). You indicate that the 
claim is predicated upon the so-called Equalization Act, approved February 17, 
1923, 42 Stat. 1263, and the Classification Act of 1949, approved October 28, 
1949 (63 Stat. 954), the latter act effecting or authorizing increases in basic com- 
pensation for officers and employees within the coverage thereof. 

The referred-to Equalization Act provided in effect, that all persons receiving 
relief from the policemen and firemen’s relief fund should be entitled to all pension 
benefits resulting from any increase in pay granted by the Congress. Pursuant 
to that act persons receiving pension relief were, upon proper application therefor, 
granted proportionate increases in pensions when the compensation of active-duty 
personnel was increased. However, subsequent to the 1923 act, there was 
a the act of July 1, 1930, sections 6 and 7 of which, 46 Statutes 841, provide 
as follows: 

“Suc. 6. The Commissioners of the District of Columbia are hereby empowered 
to determine and fix the amount of the pension relief allowance heretofore and 
hereafter granted by any person under and in accordance with the provisions of 
section 12 of the act entitled ‘An act making appropriations to provide for the 
expenses of the government of the District of Columbia for the fiscal year ending 
June 30, 1917, and for other purposes,’ approved September 1, 1916, and acts 
amendatory thereof. 

“Sec. 7. That this Act shall be effective on and after July 1, 1930.” 

The terms of section 6 just quoted expressly confer a discretion upon the Com- 
missioners of the District of Columbia with respect to the amount of pension relief 
payable from the fund here involved. Dougherty v. United States, ex. rel. Brown- 
ing (D. C. App., 45 F. 2d, 926, 927). Such terms clearly are inconsistent with 
the mandatory terms of the 1923 act. Therefore, under well-established rules 
of statutory construction (50 Am. Jur., Statutes, 543), the earlier enactment must 
be .eonsidered as having been superseded by the 1930 enactment. That is to 
say, an increase in pension by reason of an increase in active-duty compensation 
no longer is a matter of right as was the case under the 1923 act but, except as 
otherwise provided by law, is subject to the discretion vested in the Commissioners 
by the 1930 act. 
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CoMPTROLLER GENERAL OF THE UNITED SrarTEs, 
Washington, December 28, 1951. 
Hon. Joun RussEut Youne, 


President, Board of Commissioners of the District of Columbia. 

My Dear Mr. Youna: Reference is made to your letter of December 10, 1951, 
requesting a decision as to whether an increase of pension benefits commensurate 
with the compensation increases authorized by Public Law 207, approved October 
25, 1951, may be granted and paid to retired members of the Metropolitan Police 
Department, United States Park Police, White House Police, and the Fire De- 
partment under authority vested in the Board of Commissioners of the District of 
Columbia by the act of July 1, 1930 (46 Stat. 841), when it appears that such grant 
and payment may constitute a violation of section 1211, General Appropriation 
Act, 1951, approved September 6, 1950 (31 U.S. C., ys a IV, 665). 

The current appropriation act for the District of Columbia (Public Law 106, 
approved Aug. 3, 1951) provides in part, as follows: 

‘District government retirement and relief funds: For financing the liability of 
the government of the District of Columbia to the civil service retirement and 
disability fund and the teachers’ retirement and annuity fund, and to provide 
relief and other allowances as authorized by law for policemen and firemen, 
$8,049,000, of which $2,542,000 shall be placed to the credit of the civil service 
retirement and disability fund * * *.” 

From the funds so appropriated for retirement and relief purposes it is stated in 
your letter that $3,400,000 have been allotted to the Policemen and Firemen’s 

ief Fund and that on the basis of the estimated obligations for the 7-month 
period December 1, 1951, through June 30, 1952, there will have been incurred 
a@ normal deficiency of $137,675. If the proposed increase in pensions is carried 
into effect the said deficiency would be increased by an estimated amount of 
$137,219 or to a total of $274,894. 

The discretionary authority vested in the Commissioners of the District of 
Columbia by the act of July 1, 1930, supra, to determine and fix the pensions of 
policemen and firemen in analogous to that vested by statutes in many heads of 
departments and agencies of the Federal Government to determine and fix the 
salaries or wages of employees whose positions are not subject to the Classifica- 
tion Act of 1949. With respect to the latter, this office consistently has ruled 
that obligations resulting from increases in compensation granted solely upon the 
exercise of administrative discretion are not ‘obligations authorized by law” 
within the purview of the so-called antideficiency acts. (See 28 Comp. Gen. 300.) 
Also, see office decision of November 6, 1951, B—106332, to the Secretary of Com- 
merce, a copy of which is enclosed. Thus, any such increases not based upon a 
mandatory statute which would result in deficiencies, would constitute violations 
of section 1211 of the General Appropriation Act, 1951. To the extent, therefore, 
that appropriations for the District of Columbia—and particularly the appro- 
priation here involved—are subject to section 1211 of the said act, a similar con- 
clusion would be warranted with respect to the authority of officers and employees 
of the District of Columbia to incur obligations in excess of available appropria- 
tions for the purpose of paying the proposed pension increase. 

* * * * * x * 

Regard also must be given to the language appearing in section 2, Public Law 
207, supra, to the effect that the additional compensation therein authorized 
might be granted “without regard to the provisions of section 3679 of the Revised 
Statutes, as amended (31 U. S. C. 665)”—which language strongly suggests or 
implies that said provisions apply to the government of the District of Columbia. 

onsideration of the oy se leads inescapably to the conclusion that appro- 
priations for the District of Columbia are subject to the prohibitory and apportion- 
ment provisions of section 1211, supra, and there appears to be nothing that would 
render the appropriation for the District government retirement and relief 
funds subject to the excepting provisions of subsection (e) or the exempting pro- 
visions of subsection (f) of the said section. Accordingly, it must be held that the 
pageant of the proposed pension increases under the circumstances stated in your 


etter would be in contravention of the provisions of section 1211 of the act of 


September 6, 1950 (31 U.S. C., Supp. IV, 665). 
Sincerely yours, 


Linpsay WARREN 
Comptroller General of the United States. 
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Statement of requirements, fiscal year 1952 (as of June 12, 1952) 
Balance in fund, June 12, 1952 (includes $70,000 in Third Supplemental, 


UU ins Riche cAI a I ak ctdea cst dct’ 20 ws no Soe dee save eign eg lanes diel $212, 986 
Deduct: 
nnn were. S0me.. ... hw omeicercas $292, 000 
Estimated refunds and medical care expense_________- : 
Additional cost of increase in pension rate____________ 22, 000 
325, 000 
OSL TAIL NL LIS PRR A Ree eee PE 113, 000 


SEPARATIONS: REFUNDS 
1940 CODE, TITLE 4, SECTION 504 


‘“* * * Upon the separation from the service of any such member, except 
for retirement as authorized by law, he shall be refunded the deductions made 
from his salary for said fund, and should any such member subsequently be 
reappointed to any of such Police forces or the Fire Department he shall be re- 
quired to redeposit to the credit of the Policemen and Firemen’s Fund the amount 
of deductions refunded to him. In the case of the death of any such member 
while in the service the amount of his deductions shall be paid to the legal repre- 
sentative of his estate, provided he leaves no widow or child or children entitled 
to and granted relief payable from said fund.” 


MeEpIcAL SERVICES 
1940 CODE, TITLE 4, SECTION 506 


‘‘Whenever any member of the Police Department or the Fire Department of 
the District of Columbia shall become temporarily disabled by injury received or 
disease contracted in the actual discharge of his duty, to such an extent as to 
require medical or surgical services other than such as can be rendered by the 
Board of Police and Fire Surgeons of said District, or to require hospital treat- 
ment, the expenses of such medical or surgical services, or hospital treatment, 
shall be paid from the Policemen and Firemen’s Relief Fund, District of Colum- 
bia, provided for in sections 4-501, 4-503, 4-506 to 4-510, 4-512 to 4-514; but no 
such expense shall be paid except upon a certificate of the said Board of Police and 
Fire Surgeons, or two members thereof, setting forth the necessity for such services 
or treatment and the nature of the injury or disease which rendered the same 
necessary, and upon the approval of the said certificate by the Superintendent of 
the Metropolitan Police or the Chief Engineer of the Fire Department, as the 
case may be, and the approval of the Commissioners of the District of Columbia.”’ 

Since July 1, 1951, to the present, 35 policemen have retired, of whom 34 retired 
for disability and 1 for 25 years service, 50 years of age. Two park policemen and 
one White House policeman retired for disability during the same period of time. 
Thirty-nine firemen were retired for disability. 


Police and firemen’s relief fund disbursements fiscal year 1951 


1951: 

Medical services: 
pc. Se pp Se $8, 686. 67 
EDS SAEA LE EAE CO TET 11, 753. 20 
8 SESE | CERES Eee? 15, 080. 49 
IN eriiniincidnietitinbnd sie tin er adbaowes 14, 507. 67 

—————_ $50, 028. 03 

Refunds: 
ene NR nn ns OL rh 8 es 12, 465. 65 
Seeond ete nent et) A ear 9, 835. 42 
I I an LEK wc windbiccsanndee 8, 493. 12 
ES ERED Rete SP 7, 963. 47 


38, 757. 66 
Pensions, annuities, insurance losses: 


i is ge cteaemceceewe 820, 164. 91 
Rita RET RS ae ee oa 826, 770. 46 
i a ik giacemniaauiaiipiiasiie 828, 242. 56 
Na oe abeias 836, 036. 38 
—__—_—_—— 3, 311, 214 31 
ae ee oe ce dimen danetndicmwoccce-oeee~ 3, 400, 000. 00 
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Police and firemen’s relief fund, estimate of deficiency for 1952 


1952: 
Medical services: 
Sivet cuarber <.-- er ere ecre ts $15, 806. 98 
Second quarter. .-_...............-......:... 16,496. 32 
PN os cad silp cn ccinimenmAuiieliand 20, 949. 80 
Fourth quarter (estimated). ........-....-..- 15, 746. 90 
—————_ $68, 000 
Refunds: 
Roo oe ck eee ek ews 12, 389. 32 
INI. 3... ce nice cnc wae dice ndebameiell 13, 644. 70 
Third quarter. ---2rssoos soe roeecee 10, 552. 80 
Fourth quarter (estimated) ...............--- 16, 413. 18 
' ——_———_ 53, 000 
Pensions, annuities, and insurance losses: 
First quarter__--__ -- iain iia sein enahdane iin dichabaiacindl 846, 655. 92 
Second quarter_______- ss onsets sh tiesen etapa 853, 579. 52 
pS DRE EAE ESP OIL AER ORIEN 864, 735. 28 
Fourth quarter (estimated) -..............-.- 897, 029. 28 
———_—_——- 3, 462, 000 
a a ae 3, 583, 
le cack ky ncn ceiomingh and beameieienw ese memten 3, 400, 000 
Pa ate Tia i i ee ee oe akc cew aes 183, 000 
Included in third supplemental approved June 5, 1952......_..__-- 170, 000 
Botinmnted Gelictoncy.. oo 6525 of SS ete Bess 113, 000 


1 Amount of pensions to be increased as of June 7, 1952, and balance of $70,000 applied towards 
1952 deficiency. 


Police and firemen’s relief fund, estimate of deficiency for fiscal year 1958 











I cas tae tanita wt ss ih gt in oe Seer nineieieameelibas $3, 583, 000 
Estimated normal increases: 
Payments to beneficiaries_............-.....---.-. $150, 000 
EEE AES Ninteg? Tt ORE Sta EGER Nor 15, 000 
inde pia ace aa tele Petal = RUB Se Nt 10, 000 
175, 000 
Estimated increases, Public Law 207: 
I i ito ca itched bbl eiee op aieaeoow 261, 000 
Less: 1 month included in base___........----.--.-- 22, 000 
239, 000 
Estimated expenditures, fiscal year 1953, revised__......-- 3, 997, 000 
ee I I giiecccnnmemsdtnhdeudtietentemammns ooeenee “ ® 
Estimated deficiency, fiscal year 1953...........-.-.------. 397, 000 
Number of retired police, firemen, and —— of death benefits on roll for months 
stated below 
Police Fire Police Fire 
OT NATTY 3 es bes side 
so eagatetaesete (30 676 || Maro 106-272-222 tise} 686 
September 1951_..........--.-- 1, 144 680 || April 1952.................... 1,155 692 
October 1951 <5 1, 142 ° Shalit Rapala 1, 156 690 
November 1951_-_.....-...--- 1,144 686 
December 1951_.......--.---- 1, 144 686 PN OES nm 1,147 685 
January 1952... ..-.2.é......- | 1, 154 686 
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OFFICE OF ADMINISTRATOR OF RENT CONTROL 
Salaries and expenses, Office of Administrator of Rent Control, District of Columbia 
































































Object classification | 1951 actual | 1952 estimate | 1953 estimate 
Appropriation or estimate. .......-.....-...-.............- ibe enc 350 $136, 650 $188, 750 
Supplemental due to pay increases................--....-..-..]...-----....- < | Ss eee 
Obligations incurred...............--------------------- | 134, 350 137, 850 188, 750 
OBLIGATIONS BY ACTIVITIES 
Administration of rent control. -.................---.---------- | $134, 350 $137, 850 | $188, 750 
OBLIGATIONS BY OBJECTS 
| 
SUMMARY OF PERSONAL SERVICES | 
Total’number of permanent positions. . eevee ag oY 31 32 32 
Average number of all employees --.-..-..-........-----.------ 31 32 32 
Average salaries and grades: 
General schedule waned | 
Average salary-- LT ae ns $4, 277 $4, 313 $4, 656 
ears tee > hee me ae GS-6. 5 GS-5.7 GS-5. 7 
Crafts, protective, ‘and custodial grades: 
I OI borin ceed tho barneidinhanteryitnnbesiess j $2, 292 $2, 672 $2, 752 
eda Si En HR cll Tt Ald iol CPC-3 CPC-3 CPC-3 
01 Personal services 
Permanent castles ine ed sii ddan dm agnn $126, 950 $129, 100 $145, 199 
y in excess of 52-week base ----..-.-...--...|.----.-------- 561 
og ERED R SEs Woe gee 1S TRG Shy eh Se ea sesh Mipgs PARAS TE apne ee pha igs ESF) 35, 000 
Total personal services........-..---.---.--..-.----- 126, 950 129, 608 180, 760 
04 Communication services: 
Lr easel dbbthbwnwket oSildlemmubsitewcasoi 1, 660 1, 900 1, 900 
Telephone service................-..----.-.-----.----- 1, 500 1, 500 1, 500 
06 Printing and poaM mon 1, 250 2, 500 500 
07 Other contractual a 840 840 R40 
08 Supplies and materials _. 850 950 950 
QD, NI anti a} sees 3h ite do cwtnsbde ney i cennnenonss 1,300 552 300 
Obligations incurred .---...........-....-..------------- 134, 350 137, 850 188, 750 
STANDARD CLAssiFICATION ScHEDULE—Diustrict oF CoLumBIA, OFFICE OF 


ADMINISTRATOR OF RENT CONTROL 


Salaries and expenses, Office of Administrator of Rent Control, District of Columbia 


FUNDS AVAILABLE FOR OBLIGATION 









































Estimate, | Estimate, | Ierease (+) 
1962 1953 deceeuse (-) 
Ap ne a as aid ca i oenaie $137, 850 $188, 750 +$50, 900 
Unobligated balance, estimated savings........-.........-.-.- Be. Sis eee ie ee Socagecetuake 
QDS REIS IRIE oan 55 nn en tntiman sce atnwaded dane 137, 850 188, 750 +50, 900 
Weel OU NNNNNE 5d. ssi. ase ca scl e 137, 850 188, 750 +50, 900 
OBLIGATIONS BY OBJECTS 
SUMMARY OF PERSONAL SERVICES 

Total number of permanent positions..-_...................--- 32 OE hecivedhepcin 
Average number of all employees. .................-.-.-----.- 32 | 5 ee EF 
Oh: POR IN io ndcnencenadccinconcnnesphacgasnes $129, 608 $180, 760 +$51, 152 

04 Communication services: 
Bet Bo fe aS oA ie se 08 Oe ape a 3 + 1, 900 pS RABE aS oa 
06 Printing and phase aa sata area Rn x 500 2 500 i epouieileailianie 
g an dint 4 aisles epiehianiainomsoes aie mpehivn., eA) >. - BARD fevecemnicnnass 
07 Other contractual services _-..............--.------------- 840 Rela aes ae 
08 Supplies and materials..........................---..----- 950 ye eae ia 
09 ge ail SS a ME SES os Se a oe eae 552 300 —252 
RRR a Si i Re ce A pt 137, 850 188, 750 +50, 900 

20553—52—pt. 1——-9 
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RECONCILIATION STATEMENT 
Salaries and expenses, Office of Administrator of Rent Control, District of Columbia 


Supplemental Appropriation Act, 1952__-__.-.._..----------------- $136, 650 
Proposed supplemental due to pay increases 


ree para yep ee > 1, 
DOP OEIN ON. ss osc iad ce PS 137, 850 
Deduct nonrecurring and other items not required in 1953: Equipment. 552 
Seane TOP fone. 2 ea yecsei ck 8 ke Lees ot ae Rn Sete 137, 298 
Increases requested for 1953: 
Personal services: 
Step increases_______- PER ee wipes $2, 277 
Restoration of lapses____. Angew aL TS 13, 875 
Te. minal leave - * igh CE So 
$51, 152 
Other obligations: Equipment__________.___.-_--_-_-- 
51, 452 
Rs ORIIIRRNE TOF WOOe ss . 8 os a se a ee eee 188, 750 


GENERAL STATEMENT 


This office is charged with the control of rent and service of all rental housing 
accommodations in the District of Columbia with the exception of hotels, rooming 
and boarding houses. Last year Congress passed a bill extending and revising 
the District of Columbia Emergency Rent Act. The new act contains some very 
sweeping changes which resulted in an unusually heavy volume of work brought 
into this office. The landlord of every rental housing unit in the District of 
Columbia which was rented on January 1, 1941, is authorized under the provisions 
of this act to increase the January 1, 1941, rent by 20 percent, less any rental 
increase which this office has granted under section 4 between January 1, 1941, 
and June 30, 1951. In addition to this all rental housing units which were rented 
for the first time between January 1, 1941, and June 30, 1950, will be entitled to 
apply for an receive a rental inciease equal to 2 percent per year for each calendar 
year after the application to determine a rental ceiling has been filed and acted 
on in this office. The act further results in bringing under the control of the 
Office of Administrator of Rent Control for the first time all rental housing 
accommodations of every type except hotels and houses which may be used exclu- 
sively for rooming and bearding houses completed since March 31, 1948. This 
will include practically all of new multifamily elevator buildings located in the 
center and northwest sections of the city and all of the garden type projects 
erected in the nertheast, southeast, and southwest sections of this city, together 
with all the single family dwellings offered for rent and erected anywhere in the 
District of Columbia subsequent to March 31, 1948. The act provides that for 
the 20 percent increa:e allowed, that a form to be prescribed by the Administrator 
shall be filed with the Office of Administrator of Rent Control to become effective 
upon the date of filing subject to correction for errors in mathematical computa- 
tions or errors which may be encountered due to erroneous application of the 
provisions of law applicable to the housing accommodations involved. To 
April 30, 1952, approximately 20,042 of these forms covering approximately 
95,233 units have been filed in this office. As of that date approximately 10,602 
forms representing 31,536 units have been audited. 

The operation of auditing entails reviewing the entire record in this office since 
1941 for each unit for which an increase is requested. On a form containing 50 
or more units this requires several] hours’ checking. It has been determined that 
approximately 20 percent of the forms audited contained errors which resulted 
in the new rent ceilings being reported higher than authorized under the Rent Act. 
Most of these were mathematical errors but in some instances they involved mis- 
interpretation of the act. Obtaining corrected forms involves contacting the 
owner or agent, by letter or phone. Many times it is necessary for the owner or 
agent to visit this office in person in order to obtain further information. In a 
number of instances it has been necessary to contact the owners or agents two 
and three times before they comply with the requests of this office to correct the 
errors on forms filed. 

The total requested for the fiscal vear 1953 is $188,750. This covers salaries 
and expenses for present personnel of this office. Of this amount $35,000 is to 
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cover cost of terminal leave; $2,277 is for step increases in accordance with the 
Classification Act of 1949; and $7,990 is for other obligations such as communi- 
cation services, printing and reproduction, other contractual services, supplies 
and materials and equipment. 


JUSTIFICATION OF INCREASES 


Step increases, $2,277.—This increase covers within-grade salary advancements 
and is in accordance with the Classification Act of 1949. 

Restoration of lapses, $13,875.—In order to absorb as much of the recent pay in- 
crease as possible, four positions of clerk-stenographer, GS-3 at $2,950 each were 
held vacant for the entire year and one position of legal assistant, GS-7 at $4,205 
was held vacant for 6 months. The work of recording and checking the vast 
number of forms filed as a result of the changes in the Rent Act of 1951 has been 
greatly impaired because of the lack of clerical help and it is requested that funds 
be granted to fill these positions. The position of legal assistant which is vital 
to this office has been filled and it is requested that funds be granted to continue 
this position. 

Terminal leave, $35,000.—This amount represents leave accumulated over a. 
period of more than 10 years. The Office of Administrator of Rent Control was 
a war agency and during World War II considerable difficulty was encountered 
maintaining a staff due to the fact that personnel was very difficult to obtain. As 
a result, it became necessary for me to issue orders that leave would not be granted 
to any of the personnel for a longer period of time than 10 days or 2 weeks. In 
fact, it Was necessary at times to refuse to grant any leave except in case of emer- 
gency. As a result, leave accumulated as noted here. The same situation has 
also existed in the past vear or two, due to the uncertainty of the tenure of this 
office. A number of employees have lost accumulated leave because of limitations 
provided in connection with the accumulation of annual leave. 

Equipment, $300.—Ten file cabinets costing approximately $30 each, second- 
Pe will be necessary to take care of the forms, applications, and related papers 
and documents which normally come into this office each year. 


OFFICE OF ADMINISTRATOR OF RENT CONTROL FOR THE District oF CoLUMBIA— 
STATEMENT OF RosBerRT F. CoGsweLL_, ADMINISTRATOR—May 26, 1952 


There are pending at the present time bills in both Houses of Congress to extend 
the District of Columbia Emergency Rent Act of 1951 from June 30, 1952, to 
June 30, 1953. In the House this extension is covered by H. R. 7397 and in the 
Senate by 8. 2988. 

It may be of some assistance to this committee to briefly state the changes 
which were made in the District of Columbia Emergency Rent Act of 1941 by 
Public Law 63 of the Eighty-second Congress, approved June 30, 1951, which 
expires June 30, 1952. The most important change which was made in the 1941 
act authorized a 20 percent increase over the January 1, 1941, frozen rental ceil- 
ing. It also provided that for housing accommodations which were rented for the 
first time after January 1, 1941, and rental ceilings had been determined by this 
office, that an increase of 2 percent per year to and including December 31, 1950. 
would be allowed. For example, if during the year 1946 a rental ceiling cf >.vv 
per month had been determined by this office as a first rental, the landlord would 
be entitled to an increase of 2 percent per year from 1946 to 1950 both inclusive, 
10 percent or $10, making the rental $110 per month. The above increases 
were permitted in addition to tax adjustments authorized by General Orders 12 
and 13 which were issued by this office in 1947 and 1949, respectively, and 
covered a general increase in real estate taxes in this city. 

A prior amendment to the 1941 act provided that after March 31, 1948, new. 
construction of rental housing accommodations did not come under the jurisdic- 
tion of this office—in other words, was cecontrolled. The present act (1951) 
provides that all of these new housing accommodations shall come under the juris- 
diction of this office and that for those rented during the year 1950 or on Januarv 
i, 1951, the rentals shall be frozen at the rates prevailing during the year 1950 
or on January 1, 1951. For new housing accommodations coming on the rental 
market for the first time subsequent to January 1, 1951, the rental ceiling shall 
be that determined by the Administrator based on the rentals generally prevailing 
for comparable housing accommodations on January 1, 1951. ‘The provisions 
covering the foregoing housing accommodations are found under section 2, para-~ 
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hs 1, 2, 3, and 4. Paragraphs 1, 2, and 3 are similar to the 1941 act except 
or the fact that the controlling date is changed from January 1, 1941, to January 
1, 1951. Paragraph 4 of section 2 is new legislation. At the time it was being 
considered by the Administrator it was anticipated that probably twenty to 
twenty-five thousand structures would be involved in the percentagewise increase 
authorized under this paragraph. In order to assist the landlord as much as 
ere and to make for uniformity of records in this office, forms were prepared 
or use by landlords in applying for the increase. They were first 
distributed July 18, 1951, and as of April 30, 1952, 20,042 such forms had been 
filed. They cover ae 95,233 units. At the close of business April 
30, 1952, approximately 10,602 of these forms representing a total of 31,536 units 
had audited. Of those audited approximately 20 nt contained errors, 
resulting in the new rent ceilings being reported higher than authorized under the 
act. ost of these were mathematical errors which did not result in a large 
increase in rent and have been rectified. In some cases errors were discovered 
due to misinterpretation of the act on the part of the landlord or the real estate 
broker collecting the rents. While the number audited in relation to the total 
number filed is only about half, it is due to the fact that the office staff is limited 
and that other routine work must be kept as nearly current as possible. 

Following the enactment of the District of Columbia Emergency Rent Act of 
1951 an unprecedented volume of inquiries flowed into the office. A daily record 
was kept of the incoming telephone calls for the period July 18 to August 30, 
1951. As a result, 15,011 calls were clocked. The daily number of calls ranged 
from a minimum of 256 to a maximum of 848. It was possible to handle these 
calls only because every p2rson in the office was instructed to answer the telephone. 
In addition to answering telephone calls, personnel of the office were also 
upon to answer inquiries of persons who called at the office. During this same 
period approximately 6,700 persons visited the office to obtain the required forms 
or to personally consult staff members regarding the information required. The 
amount of time required to handle this business necessarily delayed routine work. 
It was also necessary to make a premise card (address card) for each one of the 
20,042 forms filed. This has been completed as a result of personnel voluntarilv 
working after hours. Of tne aforesaid audited 10.602 forms covering 31,536 
units, the annual rent income at June 30, 1951, was $20,251,107.62. The present 
annual rent income is $22,958,264.24 or an increase of $2,707,156.62 over the 
June 30, 1951, ceiling. This increase amounts to 13.36 percent which is the 
over-all picture at present. 

In the single-family dwellings 8,085 forms, each covering one unit, were audited 
with an annual rent income at June 30, 1951, of $4,554,227.64. The present 
annual rent income is $5,364,705.24, an increase of $810,477.60 which percentage- 
wise is a 17.79-percent increase. From this it will be seen that most of these 
dwellings were still renting at the 1941 base on June 30, 1951. 

In the multifamily buildings or buildings containing from 2 to 8 family units, 
6,341 units have been audited. As of June 30, 1951, these units had an annual 
rent income of $3,411,023.18. The annual rent income is now $3,916,467.80 
an increase of $505,444.62 or 14.81 percent over June 30, 1951. This would 
indicate that an increase of 5.19 percent had been granted prior to the enactment 
of the 1951 act. 

In the multifamily buildings containing nine or more units which covers the 
larger apartment buildings and garden-type developments, the annual rent income 
at June 30, 1951, was $12,285,856.80. The annual rent income is now $13,- 
677,091.20, an increase of $1,391,234.40 or 11.32 percent over June 30, 1951. 
This indicates that these units had already received an increase of approximately 
8.68 percent. For all multifamily buildings 2,517 forms, covering 23,451 units, 
have been audited. It may be noted that the single-family dwellings show the 
largest increase which reveals that only a small number of this type of housing 
accommodations had applied for an increase prior to June 30, 1951. 

With respect to the percentage increase set forth in relation to all types of 
housing accommodations other than single-family dwellings, attention should be 
directed to the fact that these forms cover the smallest a ent buildings in 
the city as well as the largest. Under section 4 of the District of Columbia 
Emergency Rent Act of 1941 (and the same is true of the act of 1951) landlords 
were permitted to increase their rent on a proper showing of an increase in main- 
tenance and operating expenses. Some of these housing accommodations received 
substantial increases on proper showing of an increase in maintenance and — 
ating expenses; others, particularly smaller housing accommodations w 
operating expenses are not as great, received smaller increases. Thus, the average 
percentage increase for the type of housing accommodations other than single- 
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family dwellings is not truly representative at this time and it is the opinion of 
the Administrator that it will difficult for him to state with any degree of 
certainty the true percentage increase for these several types of housing accome 
modations until a far greater number of forms covering them have been audited. 
Auditing these forms is a slow and tedious task when there is taken into consid- 
eration the fact that any and all rental adjustments which have been made to 
these housing units over a period of 10 years must be checked. Files are not as 
accessible as they would be in a more modern building. On occasions it has been 
necessary to bundle old cases and place them in closets due to lack of space and 
filing cabinets. 

Also under section 2 of the 1951 act all housing accommodations which were 
rented during the year 1950 or on January 1, 1951, but which were not under 
control prior to that date were frozen at the rent and service to which the land- 
lord and tenant were entitled on January 1, 1951. And for housing accommo- 
dations not rented on January 1, 1951, or during the year ending on that date, 
the rent ceilings are to be determined by the Administrator on a January 1, 
1951, rental base rather than January 1, 1941. Due to the heavy volume of 
work brought into this office after July 1, 1951, forms on which these new rentals 
are to be reported to this office were not ready for distribution until the latter 
part of October. It is believed that when all of the required forms have been 
filed in this office they will cover approximately 10,000. Most of these units 
are housing accommodations which have been coming on the rental market 
during the past several years. Several of the new larger apartment buildings 
have only been placed on the rental market within the past few months. All 
of these new buildings with the exception of one which is not yet completed are 
approximately 100 percent rented and in some cases there is a reporting wait- 
ing list. 

"The office has processed 854 cases where rent ceilings were requested for hous- 
ing accommodations placed on the rental market for the first time subsequent 
to January 1, 1951. The requested annual rentals amounted to $1,453,615.32. 
The total amount granted was $1,194,944.88 or a disallowance of $258,670.44. 
These cases cover all types of housing accommodations from single-family dwell- 
ings to new apartment projects. In order to prevent a backlog occurring in the 
disposition of these first rent applications, the Administrator assigned the great 
majority of them to the General Counsel for consideration and recommendation 
to him. Numerous conferences were had by the General Counsel and the Admin- 
istrator with the interested parties and in many of the cases a physical inspection 
was made of the housing accommodations. 

Under section 4 of the act covering requests for increases in rent due to increase 
in maintenance and operating costs, 3,909 cases were disposed of between July 1, 
1951, and April 30, 1952. These formal petitions requested an annual rent 
increase of $851,383.31. The total amount granted was $646,221.67 or a dis- 
allowance of $205,161.64 per annum. Of this amount, $148,984.88 represents a 
disallowance in single-family dwellings, small-apartment buildings and single- 
apartment units. The balance of $56,176.76 represents a disallowance in the 
larger-tvpe apartment building. 

From July 1, 1951, to April 30, 1952, 289 subpenas were served on the Adminis- 
trator to appear in the Federal and municipal courts. As it is necassary that 
someone thoroughly familiar with the Rent Act be present to represent the 
Administrator these matters have been handled by the Assistant General Counsel. 
He has intervened and participated in 17 cases in the Municipal Court, in all of 
which the intarpratation of the Rent Act by tha Office of the Administrator 
has been upheld. In the Municipal Court of Appeals, two cases were filed to 
review the final orders of the Administrator, one of which has been decided 
upholding the Administrator; the other case is awaiting argument. In the 
United States Court of Appeals there were two cases, one of which was decided 
favorably to the Administrator, May 1. The action of the United States Court of 
Appeals in upholding the contention of the Administrator in the decided case 
very materially strengthens the administration of the District of Columbia 
Emergency Rent Act as it relates to the determination of rental ceilings on 
new housing accommodations. The pending case is awaiting argument and 
probably will not be reached until early fall. 

In the Public Relations Division, 5,190 telephone calls were handled and 
personal interviews were had with 3,427 persons regarding complaints made to 
this office. These interviews are in addition to those above referred to concerning 
the 20-percent increase authorized under the 1951 act. The Public Relations 
Division issued 75 subpenas where persons requested to call at this office in 
relation to complaints refused to do so. Fifty-one cases were brought to the 
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attention of the Public Relations Division where it was shown that rents in 
excess of the lawful maximum rent ceilings were being collected. Adjustments 
were made which resulted in a total annual reduction of $8,157.09, to the tenant. 

The foregoing is a brief, but the Administrator believes an informative, report 
of the operations of this office and the administration of the District of Columbia 
Emergency Rent Act of 1951 enacted June 30, 1951. The Administrator’s atten- 
tion has been directed to a comparative statement issued by the Labor Depart- 
ment and inserted in the Washington Star of May 22, 1952, stating that rents in 
Washington are higher than in 53 other large cities. The Administrator does not 
contest these figures but it is a matter of general knowledge to persons who have 
resided in Washington for any length of time that it has always been rated as one 
of the most expensive cities in the United States in which to live. This in itself 
is a factor to be considered in connection with the extension of local rent control. 
While rents, generally speaking, are high it is the opinion of the Administrator 
that they have been fairly well controlled in this city. A report issued by the 
Labor Department March 21, 1952, in relation to rents in the District of Colum- 
bia shows that for moderate-income families in a number of large cities in the 
United States (using 100 as the base for a 1935-1939 comparison) the city of 
Washington was next to the lowest reported. The percentage for this city was 
stated as 127.3. Thus it will be seen that while it is true that rents are generally 
higher here than in other reported cities, the actual rate of increase is not as great 
as has occurred elsewhere. Although many additional housing accommodations 
have been placed on the rental market in the District of Columbia during the 
past several years they have been occupied almost as fast as completed. The 
demand for luxury-type housing accommodations has diminished but that for 
housing accommodations in the range of $65 to $85, excluding efficiency units, is 
still heavy. It is the belief of the Administrator that conditions are still such as 
to justify the extension of rent control for another year. 





GOVERNMENT OF THE District oF CoLUMBIA, 

OFFIcE oF ADMINISTRATOR OF RENT CONTROL, 
June 12, 1952. 
APPROPRIATIONS COMMITTEE, 

House of Representatives, United States, 

Washington, D. C.: 

In compliance with your request I write to advise you that my latest informa- 
tion concerning the extension of the District of Columbia Emergency Rent Act 
of 1951 is as follows: 

There is pending in the Senate, 8. 2988, a bill to extend the District of Columbia 
Emergency Rent Act from June 30, 1952, to June 30, 1953. Public hearings were 
held on this bill May 26, 1952, before a Subcommittee on the Judiciary of the 
Committee on the District of Columbia. I am informed that the subcommittee 
reported the bill favorably to the full committee and that the full committee 
reported it to the floor of the Senate on June 10, 1952, for 1 year but with a proviso 
that the date of expiration may be amended on the Senate floor to conform to 
similar provisions of the National Rent Control Act. The National Rent Control 
Act was reported out to the floor for a period of 8 months—to expire February 
28, 1953. 

On the House side there is pending H. R. 7397 to extend the District of Colum- 
bia Emergency Rent Act for 1 year—to June 30, 1953. No public or executive 
hearings have been held on this bill by the Subcommittee on the Judiciary of the 
Committee on the District of Columbia. My information is that the subcom- 
mittee reported this bill favorably to the full committee; that the matter was 
discussed by the full committee and no action taken. It is my understanding 
that the full committee is awaiting action of the House Banking and Currency 
Committee on the Federal control bill. This bill has been, or is about to be, 
reported to the floor for an extension, including Federal rent control, until June 30, 
1953. I understand that the bill extending rent control for the District of Colum- 
bia will conform to the expiration date of the Federal bill as fixed by the House 
Banking and Currency Committee—June 30, 1953. This being so it appears that 
the House will extend the District of Columbia Emergency Rent Act for 1 year 
and the Senate for 8 months which will require the matter going to conference. 
It is my hope that the conferees will agree on a full year’s extension. 

If I can be of further service please so advise me. 

Sincerely, 
Rosert F. CoGswEtz, Administrator. 
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SUBCOMMITTEE ON DEPARTMENTS OF STATE, JUSTICE, AND 
COMMERCE, AND THE JUDICIARY APPROPRIATIONS 


JOHN J. ROONEY, New York, Chairman 
DANIEL J. FLOOD, Pennsylvania CLIFF CLEVENGER, Ohio 
PRINCE H. PRESTON, Georgia FRED G. AANDAHL, North Dakota 
FRED MARSHALL, Minnesota 


DEPARTMENT OF COMMERCE 





Civin AERONAUTICS ADMINISTRATION 


WITNESSES 


F. B. LEE, DEPUTY ADMINISTRATOR 
A. O. BASNIGHT, ACTING BUDGET OFFICER 
PHILLIPS MOORE, DIRECTOR, OFFICE OF AIRPORTS 


WepDNEspAyY, JUNE 11, 1952. 
Mr. FLoop. The committee will come to order. 
We have before us House Document No. 452, proposed supple- 
mental appropriations for the Department of Commerce. 


Cuatms, FeperRAL Arrport Act 


We are pleased to have the first unit with us, the Civil Aeronautics 
Administration, and at this moment direct attention to that part of 
that document which is on page 2, the lower part thereof, under the 
caption “Civil Aeronautics Administration, Claims, Federal Airport 
Act.” Our first witness for the CAA is Mr. F. B. Lee, Deputy 
Administrator of CAA. Mr. Lee, will you direct your attention to 
the justification of this request? 

Mr. Lee. Mr. Chairman, we are submitting six claims under 
section 17 of the Federal Airport Act. These claims total an amount 
of $585,536. 

The amount certified is in all cases less than the petitioners re- 
quested. We have reviewed the request as filed, determined the 
eligibility of the claim, reviewed the amount of the claim, and certified 
as to the amount of damage eligible for payment pursuant to the 
statute. 

Mr. Fioop. Without objection, we will insert all of the pages in 
the justification supplemental estimate of appropriation for the fiscal 
year 1952, Claims, Federal Airport Act, that have been presented to 
+ the committee. 

; (The matter referred to follows: ) 





DEPARTMENT OF COMMERCE, CiviL AERONAUTICS ADMINISTRATION 


Claims, Federal Airport Act, Civil Aeronautics Administration 


E Request for fiscal year 1952____________- ae Seee . $585, 536 
d Appropriation available in 1952___- : 3, 187, 064 
a 1952 cumulative obligations to Mar. 31, 1952_ fa tad Lae 1, 776, 709 


1952 cumulative expenditures to Mar. 31, 1952_ rene cots 860, 991 
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PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


For additional claims certified by the Administrator, Civil Aeronautics Ad- 
ministration, under the authority contained in section 17 of the Federal Airport 
Act of 1946, as amended by Public Law 840, Eightieth Congress. 


Crvit AERONAUTICS ADMINISTRATION, CLAIMS, FEDERAL AIRPORT ACT 
CLAIMS, FEDERAL AIRPORT ACT 


For an additional amount for ‘‘claims, Federal Airport Act,’’ $585,536 to remain 
available until June 30, 1953, as follows: Travis Field, Savannah, Ga., $51,797; 
Municipal Airport, Hutchinson, Kans., $43,961; Salisbury-Wicomico Airport, 
Salisbury, Md., $25,096; Holman Field, St. Paul, Minn., $174,327; Municipal 
Airport, Dayton, Ohio, $289,294; Kitsap County Airport, Kitsap, Wash., $1,061. 


Supplemental estimate of enprepristien, fiscal. year 1952, Civil. Aeronautics. Admin- 
istration, Claims, Federal Airport Act, Department of Commerce 





Presently Revised 








available estimate Difference 
FUNDS AVAILABLE FOR OBLIGATION 
Appropriation or entimete... «i=. doc. nob sti cil ds $944, 605 $1, 530, 141 +$585, 536 
Funds appointed, third supplemental, 1952.________-___.--..-- 701, 170 , Sy, » Bertie 
Prior year balance available-____- Rh BBL SHY Peele Re eet Gant BOE: 1, 602, 621 1, 602, 621 |_....-----..-. 
I a —61, 332 MEE Licaccccsekunce 
Total clientes oo se dn aaesiti dL. AA RK 3, 187, 064 3, 772, 600 +585, 536 





OBLIGATIONS BY ACTIVITY 


1. Rehabilitation and repair of public airports damaged by 
Peedi age. la kk Ld 3, 187, 064 3, 772, 600 +585, 536 


OBLIGATIONS BY OBJECTS 





13. Refunds, awards, and indemnities___..................- ee 3, 187, 064 3, 772, 600 +585, 536 














GENERAL STATEMENT 


Section 17 of the Federal Airport Act, as amended by Public Law 840, Eightieth 
Congress, second session, provides that the Administrator of Civil Aeronautics 
“is authorized on behalf of the United States, to consider, ascertain, and deter- 
mine, in accordance with regulations he shall prescribe,”’ the actual or estimated 
cost of such necessary rehabilitation or repair of substantial damages to public 
airports, for which such public agency is entitled to reimbursement from the 
United States. 

“Such amount as may be found by the Administrator to be the actual or esii- 
mated cost of such rehabilitation or repair shall be certified by the Administrator 
to Congress.”’ 

The Administrator has certified that requests for rehabilitation of pr blie air- 
ports at the locations listed below are valid and were filed prior to July 1, 1951, as 
required by Public Law 45, Eighty-second Congress, first session. An appropria- 
tion of funds to provide for payment of substantial damages incurred by Federal 
agencies to these specific airports is requested at this time. This appropriation 
will provide for the early physical completion of the repair and rehabilitation of 
the airports, thereby eliminating delays which could cause further damage. The 
petitioners’ requests and the amounts found due are as follows: 











Date claim Petitioner’s | Amount 
filed Petitioner Airport request certified 
Nov. 15, 1950...| Savannah, Ga_........-.-...-..- Travis Field_...............} $76,331.01 $51, 797 
May 31, 1949...| Hutchinson, Kans____..........| Municipal Airport... ..-..- 92, 358, 84 43, 961 
Apr. 6, 1950_. .- 7, City and Wicomico | Salisbury-Wicomico Airport. 63, 793. 28 25, 096 
ounty, } . 
Mar. 8, 1950....| Minneapolis-St. Paul Metro- | Holman Field_...........-..- 257, 246.12 174, 327 
politan Airports Commission. 
July 28, 1949__..| Dayton, Ohio_.___--........-.-- Municipal Airport. .....-.-- 501,881.86 | 289, 294 
Apr. 3, 1950....| Kitsap County, Wash_.......--- Kitsap County Airport... _- 120, 249. 27 | 1, 061 














TebAL cio cstwasanee 1, 111, 860. 38 585, 536 
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Mr. Froop. Go ahead, Mr. Lee. 

Mr. Lez. Mr. Chairman, as I said, these claims have been reduced 
from the request in all cases, and we have reached the total of $585,536 
as a fair estimated of the amount which is eligible under the statute. 


SCREENING OF CLAIMS 


Mr. Fioop. What was the request made in total? 

Mr. Lez. The total request of the petitioners was $1,111,860.38. 

Mr. Fioop. And you have carefully examined and screened that 
request, via-4-vis, the provisions of the act permitting these claims 
and you have come up with the figure you have just indicated? 

Mr. Len. We have. 

Mr. Fioop. If you have gone that far with your screening is there 
any reason why the subcommittee couldn’t take on where you left off 
and do some screening of our own or do you think we would endanger 
or destroy the purposes of the act? 

Mr. Ler. Mr. Chairman, we feel that we have made a fair estimate 
of the amount of damage which is eligible under the statute. Actually, 
these amounts are paid only following the expenditure by the agency 
charged with the repair of the airport and we satisfy only outstanding 
obligations for the repair. 

e do feel that our experts have made a thorough technical review 
and have come to a fair appraisal of the cost. 

Mr. FLoop. We are not experts. At least Iam not. Suppose we 
decided or I decided that I thought this should be cut in half. What 
would I be doing? By “this” I mean your figure. 

Mr. Ler. The Federal Government then would not be able to dis- 
charge its obligations as we understand them under the Federal 
Airport Act. 

CLAIMS OUTSTANDING 


Mr. Fioop. The justifications indicate that all the above ciaims 
were filed in 1949 and in 1950, is that right? 

Mr. Ler. That is right. 

Mr. Fioop. What are the number of claims that remain out- 
standing? 

Mr. Ler. We have had five—— 

Mr. F.ioop. Suppose we put that in three parts, the number of 
claims that remain outstanding, the total amount of the claims that 
remain outstanding, and when in your judgment will those remaining 
outstanding claims be completed. 

Mr. Lex. We have had a total of 15 additional claims filed with us 
and these are still outstanding. 

Mr. Fioop. That is not quite responsive. Before you get to the 
new claims, what remains outstanding in any other category, or is 
this all that remains outstanding, the 15 you are talking about? 
That is all, as a matter of fact? 

Mr. Lex. These are all that are outstanding, yes. Mr. Chairman, 
and these claims have totaled $2,170,000. 

Mr. Fioop. Do total? 

Mr. Ler. Yes. 

Mr. Fioop. You used the phrase “have totaled.” Do you mean 
they do total? 
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Mr. Ler. They were submitted in that amount, Mr. Chairman. 
We have not as yet certified any amount to the Bureau of the Budget 
for these claims and we do not as yet know what the amount will 
be which will be requested from the Congress. 

Mr. FLoop. So the mere fact that the request is in the amount 
you have just stated have been made does not mean necessarily that 
that is the amount in dollars that will be submitted to the Congress? 

Mr. Leg. That is correct. 

Mr. Fioop. Chances are most likely or undoubtedly that it will be 
less than that? 

Mr. Ler. Yes, sir. 

Mr. Fioop. In view of those circumstances, could you indicate 
when those claims would be completed or is that possible? 

Mr. Ler. Mr. Chairman, these claims will be certified to the Con- 
gress prior to July 1, 1952. 

Mr. Fioop. What date is this? This is the 11th and before you 
get to us you must take those figures to the Budget Bureau? 

Mr. Ler. That is correct. 

Mr. Fioop. I have information that they are very busy, too. 
Now being aware that you must go there and then come up here, you 
make the same statement in spite of that fact, is that right? 

Mr. Ler. Yes. 

Mr. Fioop. All right. Mr. Marshall? 

Mr. MarsHatyi. You have come up here with these items, in the 
supplemental bill. What particular harm or damage as far as the 
integrity of the Federal Government is concerned would come about 
if they came up with the regular appropriation bill next year? 

Mr. Basnicut. Sir, the claims involve damage that should be 
repaired as soon as the work can be accomplished. Runways are 
involved that have deteriorated and need to be repaired soon in order 
that further damage is not incurred. Now the item comes up as.a 
supplemental, only in order that the work can be undertaken and 
obligations met as early as the agreements with the sponsors have been 
reached. 

There is no mandatory or legal requirement that handling claim 
estimates as supplementals. 

Mr. MarsHa.t. In these various items, starting at the top, the 
amount certified for the first airport is $51,797. 

Mr. FLoop. Will the gentleman yield off the record? 

Mr. MarsHaty. Yes. 

(Discussion off the record.) 

Mr. Basnicut. There are three time intervals that are important 
in considering these claims estimates. Under the law these claims 
must be received in the CAA by June 30, 1951. The amount of 
damage must be certified by the Administrator as the correct amount 
of damage payable by the Federal Government, by June 30, 1952, 
and the funds appropriated for settlement of these claims must be 
expended by June 30, 1953. Now, therefore, if we delay the proc- 
essing of claims, we risk having the available time expire for settle- 
ment of these damage claims. Does that answer your question, sir? 

Mr. MarsHa.u. Yes. 

Do you anticipate that any of these other 15 claims will be up in a 
supplemental request in the immediate future? 
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Mr. Basnieut, Sir, we can only certify the claims to the Bureau 
of the Budget through the Department of Commerce; action from 
that point on is beyond the control of this agency. It would depend 
upon whether Congress continues in session to receive the estimate 
or not. 

DELAY IN PROCESSING 


Mr. Foon. If the gentleman will yield at that point, that is very 
interesting, but 1 think what we have in mind is you are laboring under 
the impression that we are not going to adjourn here in the first week 
in July. I pass no judgment on that conclusion one way or the other 
but what I am not clear about is if what you state is so as a fact under 
the statute—and of course it is—what does that have to do and how 
does that justify the fact that these things were filed, as you indicated, 
in 1949 and some in 1950? Why have they been collecting dust down 
in your archives since 1949 and now you rush up here in the middle 
of June, the circumstances being as I suppose } you know, they are, and 
say “Here, we have got to act on this right away.””’ Why? 

“Mr. Moore. Mr. Chairman, they have not been laying down in our 
office collecting dust in our files. 

Mr. Fioop. Let’s strike out the dust. They have been laying 
down in the office. 

Mr. Moore. In acting on each one of these claims, we have to go 
back and look at all the records and determine what part of the airport 
was damaged by the military and we have to make a study to see who 
built the field. Then we have to go before the military and clear all 
these claims. They have to certify to us that they did tbis damage, 
and that takes months and months sometimes to get a ruling from the 
military on these things. We have been working in a regular and 
orderly process. 

Mr. FLoop. Are you indicating to us that you have been alert and 
you have been expediting these requests and if there is any unseason- 
able or unreasonable delay as I am indicating or inquiring about, it is 
not your fault? 

Mr. Moore. That is right. 

Mr. FLoop. You are sure of that? 

Mr. Moore. Yes, sir. 

Mr. FLoop. You can document that if somebody pursues it further: 

Mr. Moore. Yes, sir. 

Mr. Fioop. Mr. Marshall? 

Mr. MarsHauu. No questions. 

Mr. Fioop. Mr. Clevenger? 

Mr. CLevenGeR. Is there anything, Mr. Lee, to prevent additional 
claims being filed under this act? Are we bound to repair damages 
in this current war in which we are engaged or flood damages, and so 
forth, to these places? 

Mr. Lee. Under the present statutory provisions we are limited 
by the dates which were mentioned by Mr. Basnight. That is, the 
claims have to have been filed by June 30, 1951. 

The other dates set by the statute are of course controlling, and 
no additional claims can be filed unless there is some change in the 
statutory limit. 

Mr. CLeveNnGER. Without there being enabling authorization for 
additional claims to be presented? 
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Mr. Luz. That is correct, either in the enabling legislation or in the 
appropriation language. 

. CLEVENGER. I know, we have been trying to mop it up and 
clean it up, because some of it was slightly nauseous to me and I 
— it affects other the same way. 

r. FLoop. If the gentleman will yield I think he remembers that 
it was this subcommittee that insisted and imposed cut-off date. It 
was the insistence of this subcommittee as a result of these hearings. 

Mr. CLevencer. What I was getting at, Mr. Flood was that no 
additional claim can be made. 

This thing is a wind-up operation we are engaged in now? 

Mr. Ler. That is correct, under the present statutory authority. 

Mr. Foon. ———_ further? If that is all, thank you gentlemen. 

Mr. Moore. Mr. Chairman, did you want a breakdown put in the 
record as to the damage on each airport? 


DAMAGES AT EACH AIRPORT 


Mr. Fioop. Yes. Mr. Marshall -felt that in view of the general 
attitude on the floor against the deficiency, which is building up quite 
a head of steam, he feels that the record should indicate not just your 


very interesting comments, but some actual justification for each 
municipal claim. 


Mr. Lee. We shall furnish for the record a specific statement of 


te items of damage for each airport which are included within that 
claim. 


(The matter referred to follows: ) 


STATEMENT OF CHARACTER OF DAMAGE TO AIRPORTS 


1. Savannah, Ga. (Travis Field) 


Travis Field was substantially damaged by the United States Army Air Forces 
during the period between January 16, 1942, and July 5, 1950, while the airport 
was under lease to the United States. As a result of lack of adequate mainte- 
nance of the airport during the period involved, the east-west, northwest-south- 
east, and northeast-southwest runways contain cracks and depressions; the 
taxiways and apron contain numerous cracks, and the lighting system became 
inoperative. 

The necessary rehahilitation or repair has been or will be accomplished by the 
restoration, betterment or replacement of the east-west, northwest-southeast, 
and northeast-southwest runways, taxiways, apron and lighting system of the 
airport. 


2. Hutchinson, Kans. (Hutchinson Municipal Airport) 


_ Hutchinson Municipal Airport was substantially damaged by the United 
States Navy during the period between April 6, 1944, and January 11, 1946, 
while the airport was under lease to the United States. As a result of lack of 
adequate maintenance and excessive use of the landing area during the period 
involved, the paved surfaces of the northeast-southwest runway, northwest- 
southeast runway, north-south runway, northwest-southeast taxiway and con- 
necting taxiways and apron are cracked and broken. . 

The necessary rehabilitation or repair has been or will be accomplished by the 
restoration, betterment or replacement of the northeast-southwest runway, 
northwest-southeast runway, north-south runway, northwest-southeast taxiway, 
connecting taxiways and apron of the airport. 


8. Salisbury and county of Wicomico, Md. (Salisbury-Wicomico Airport) 
Salisbury-Wicomico Airport was substantially damaged by the United States 
Navy during the period between May 16, 1944, and October 19, 1946, while the 
airport was under lease to the United States. As a result of lack of adequate 
maintenance of the airport during the period involved, the joints of the runways, 
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taxiways and apron are filled with dirt and weeds, and the lenses of the lighting 
systems are broken with water accumulated in the bases of the contact lights. 

The necessary rehabilitation or repair has been or will be accomplished by 
the restoration, betterment or replacement of the paving and lighting system of 
the airport. 

4. Minneapolis-St. Paul Metropolitan Airports Commission, Minn. (Holman Field) 

Holman Field was substantially damaged by the United States Army Air Forces 
during the period between February 25, 1942, and March 19, 1946, when the 
airport was under the exclusive control of the Government. During the period 
involved, the airport was damaged by the United States Army Air Forces by 
virtue of (1) lack of maintenance, (2) excessive use of the landing area, and (3) 
construction of certain facilities which now constitute a hazard to civil operations; 
with the result that (a) runway pavements became cracked and runway markings 
obliterated, (6) the asphaltic taxiways became raveled and settled, (c) various 
turfed areas of the airport became eroded, (d) the boundary lighting system was 
broken, (e) the interior of the administration building was scarred, partitioned 
and otherwise damaged, (f) the hangar floors were torn out, (g) fencing was 
relocated, removed and allowed to deteriorate, (h) airport roads became dried out 
and cracked, (7) the floating dock was battered and the ramp washed out, (j) the 
parking area became uneven and covered with cinders, (k) the surface of the 
northwest corner of the field became dried out and cracked, (1) a gun butt, nose 
hangars, concrete transformer vaults and transformers were left on the field at 
hazardous locations, and (m) rock riprap on the river bank was dislodged. 

The necessary rehabilitation or repair has been or will be accomplished by the 
restoration, betterment or replacement of the (a) runways, (b) asphaltic taxiways 
(c) turfed areas, (d) boundary lighting system, (e) administration building (f) 
hangar, (g) fencing, (h) airport roads, (7) floating dock and ramp, (7) parking 
area, (kK) northwest corner of the field, (/) gun butt, nose hangars, transformers, 
and transformer vaults, and (m) rock riprap on the river bank. 

&. Dayton, Ohio (Dayton Municipal Airport) 

Dayton Municipal Airport was substantially damaged by the United States 
Army Air Forces during the period between September 1, 1942, and January 19, 
1946, while the airport was under lease to the United States. As a result of 
abnormal use of the landing area during the period involved, the paved surfaces 
of the northeast-southwest runway, northwest-southeast runway, north-south 
taxiway, and east-west runway are cracked and broken. 

The necessary rehabilitation or repair has been or will be accomplished by the 
restoration, betterment or replacement of the northeast-southwest runway, 
northwest-southeast runway, north-south taxiway and east-west runway of the 
airport. 

6. County of Kitsap, Wash. (Kitsap County Airport) 

Riteep. County Airport was substantially damaged by the United States Navy 
during the period between May 1, 1942, and September 11, 1947, while the airporc 
was under lease to the United States. As a result of lack of adequate mainte- 
nance of the airport during the period involved and the application of camouflage 
paint, the hangar doors and windowpanes became broken, and the hangar re- 
quires painting. 

The necessary rehabilitation or repair has been or will be accomplished by the 
restoration, betterment or replacement of the hangar. 


Mr. Fioop. Thank you. 


NationaL Bureau oF Stanparps, Emereency Faci.itiss, 
RapIATION Puysics LABORATORY 


WITNESSES 


DR. A. V. ASTIN, DIRECTOR, NATIONAL BUREAU OF STANDARDS 
DR. L. 8. TAYLOR, CHIEF, DIVISION OF ATOMIC AND RADIATION 
PHYSICS 


The next matter has to do with the same House Document, No. 452. 
Now we direct your attention to that part of said House document 
on page 2 thereof, the Department of Commerce, National Bureau of 
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Standards, Emergency Facilities, Radiation Physics Laboratory, and 
without objection, we will insert in the record at this point the total 
pages of the justification for these emergency facilities that have been 
submitted. 


(The matter referred to follows:) 


EMERGENCY FACILITIES, RADIATION PHYSICS LABORATORY, NATIONAL BUREAU OF 
STANDARDS 


For expenses necessary for construction of a radium laboratory and an annex 
to the Betatron Building, $131,000. (31 Stat. 1449; 64 Stat. 371; 15 U.S. C. 
272, 286.) 

This appropriation is urgently required to (1) isolate in a separate building work 
in connection with handling and measurements of extremely large quantities of 
radioactive materials to insure the safety of personnel and property and (2) to 
construct a small but heavy concrete wing in the Betatron Building to house the 
small betatron so as to protect personnel from radiation and noise hazards and to 
double the effectiveness of operations. 

Detailed justifications for each facility are as follows: 

Radium laboratory.—Estimated cost, $68,000. In connection with numerous 
programs both of civil and military nature this Bureau is now being required to 
handle and perform measurements on very large quantities of radioactive ma- 
terials. The quantity of material to be handled has increased by more than 50 
times since 1946. This workload has been augmented further by recent military 
demands for radioactive sources to be used in the calibration of radiation detection 
instruments in the field. While the quantities of radium handled for both the 
public and the Government have increased considerably, the work has had to be 
carried out in space facilities designed for a prewar workload and some of the 
larger quantities have had to be handled in makeshift areas or even outdoors. 
Because of inadequate facilities work is lagging behind schedule. Moreover, it is 
not expected that the peak of the load stemming from military requirements will 
be reached for another year or two. 

Because of these factors hazardous conditions have arisen which may involve 
not only the workers with radioactive materials, but also other occupants of the 
building in which the work is located. Space limitations are such that it is now 
not possible to isolate the work sufficiently so that there is assurance that it can 
be safely conducted on a normal basis. An additional hazard is that in the event 
of a break or spill in presently available work space, there is no practical way to 
isolate the radioactive material and to prevent its spread throughout the entire 
building. Several accidents of this nature have occurred during the last few 
years in other laboratories and, wherever activities have not been adequately 
confined, it has cost up to $100,000 per accident to clean up and, in one case, 
abandonment of the area was necessary. 

To provide adequate protection it is planned to build a separate work building 
of light construction, in an area reasonably remote from other buildings. Such 
a plan allows the confinement of expensive shielding construction only to the area 
in which personnel work with active materials. The intended construction plan 
will permit localization of the effects of any breakage or spillage without endanger- 
ing the entire working area. The building plan also provides for the tearing down 
of a complete section and its removal at a cost much lower than would be involved 
in a large-scale clean-up operation in a building which is of normally heavy con- 
struction. 

Protection such as would be provided by the envisaged construction is essential 
to insure continuity of military and civilian programs in event of accident and to 
further insure safety of personnel and equipment. 

The estimated cost of this building consists of the following: 


EE Oe ee See ER EY EE TO tak GO RD CE $30, 000 
tad ee ee ei en Ne OR Oo etd dere tyne a 6, 000 
i i a al aed inns Mi itech atin dah rs een acaeenitig ee ain 1, 500 
EIS TS "lou Sei Sect eet SB Seeley tagtrer dey Meee a teed: 3, 000 
waoewee Se lee te Beedle het pee Os 10, 500 
ei ah ea RS Bl lees ly 8 pa ashe Sh Sela ph ALK ihe ES LB ESS 2 3, 000 
Ce ennens MDOON SRRNEN RG 2 hs es a a i es 3, 000 
Asem OOS L Os Ss 2 ook Agel let ck See SE ae 1, 500 
Storm and sanitary sewer — 2-225 2- i220} oo- pes oes ec yewes-bpelivene 2, 000 
REPRE OE a Ee MPG Oe BRD oy SON ye EAE oe 7, 500 


Total... .. Para oe ee ey es ; iets vanhoeeneecs 68, 000 
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Annex to Betatron Building.—Estimated cost, $63,000. When the present 
Betatron Building and equipment was authorized, it was contemplated that both 
high-energy machines woe be located in the same bay. It was anticipated that 
both machines could be operated at the same time, under most circumstances, 
provided adequate shielding could be built between the two. At that time there 
was no information available as to what the shielding requirements would be for 
the very high energy radiations expected to be generated. Further, since it was 
not anticipated that there would be large workload requirement on both machines, 
it was believed that no serious interference with work would be involved if, at 
times, it was not possible to work in the main bay while a machine was in opera- 
tion. A third consideration was that the noise level due to one machine operating 
would not interfere with people working in the room on the other machine. Since 
no machine similar to these had ever been constructed before, the question of ex- 
pected noise levels was not involved in the original planning..- 

Serious difficulties have now arisen on all three of the above accounts. Prob- 
ably the most serious problem is that of noise. Men working in the bay have 
suffered from nausea, headaches, loss of perception and coordination, and general 
nervous tension. It has become obvious that present operations are endangering 
the health as well as the efficiency of personnel. An exhaustive study of the noise 
problem in the Betatron Building has been carried out by authorities from the 
Army Medical Center and it has been shown that the noise level in that building 
is 10 to 100 times that considered to be the maximum safe level. Noise reduction 
cannot be accomplished by means of ordinary absorbers and it has been established 
thatit can be achieved only through isolation of each machine in a separate cubicle 
having very massive walls. At the present time we are thus forced to operate at 
50 percent efficiency since not more than one machine can be operated at any time. 
However, this loss in effectiveness has occurred at the same time that the require- 
ments for work with the high-energy machines, brought about through the 
intensified atomic-energy programs as well as military programs, have made 
necessary a much larger schedule on the equipment than was planned in 1946 
when present facilities were authorized. 

In order to (1) improve efficiency, (2) safeguard personnel from radiation, and 
(3) protect personnel from noise hazard, it is necessary to construct a small but 
heavy concrete wing on the outside of the existing betatron building to contain the 
small betatron. This will accomplish all three objectives. Without it, operations 
must continue on an inefficient and hazardous basis in a plant in which there is 
well over $1,000,000 invested. Construction costs can be kept to a minimum by 
adding to an existing building since thereby full use is made of fundamental 
facilities already available. The proposed construction is for a building wing 
and structural equipment only, and does not include any items for technical equip- 
ment. 

The estimated cost of this annex to the betatron consists of the following: 


Architectural and heating..../. 2 -< 5 6- s,s cu ee wo uk _.. $29, 400 
OS IS SI RA mgm eS oatieomaara tg wicgen By Sameer ae ge Si Le ee 5, 000 
PEI 20 se er Seek ca tnlacaacen eae re 8, 400 
Electrical_____- Die PECs ah eee te Silos _ 14,000 
Contingencies... . .. .. -....... a eo 7 5 6, 200 

MRE 3. Sat cet Soares eee ea Saher Soko lo oo aan 63, 000 


Mr. Fioop. We have with us the Director of the Bureau, Dr. 
A. V. Astin. Doctor, will you direct your attention to the justifica- 
tion of this request? 

Dr. Astin. The material which you have submitted for the record 
summarizes the need for this appropriation. 1 would like to confine 
my remarks primarily to the timing of this submission and to its 
emergency nature. 

Mr. Fioop. We might observe for the record at this point that the 
committee is pleased to have you appear before us in your now con- 
firmed capacity as Director of the Bureau, and we hope that you, 
and we are sure you and the committee can, work successfully toward 
the achievements of both our objects, with particular attention to the 
saving of dollars. 

Dr. Astin. Thank you very much. 

Mr. Fioop. All right, Doctor. 





142 


GENERAL STATEMENT 


Dr. Astin. In the radioactivity building request, I should point 
out, first, the general nature of that work and the relationship to 
demands made on us by other agencies in the Nation’s defense 


ro ; 
. Mr. FLoop. May I interrupt to inquire if by demand made upon 
you by other agencies you mean the Defense Establishments? 

Dr. Astin. Yes, sir. 

We do the calibrating of all radioactive materials used by the civilian 
part of the country, by the military agencies and by the Civil Defense 
Administration. All of those groups require great quantities of 
radioactive materials. The materials are used in medicine, they are 
used in industry, and they are used by our military people in the 
development of techniques and equipment for both defensive and 
offensive atomic warfare. The radioactive materials which are used 
are for measuring equipment and for standardizing activities by the 
military arms of the Government. 

Mr. Fxioop. I might point out to you for your information at this 
point that I attended the last atom blomb blast at the proving grounds 
in the Yucca Flats a couple of weeks ago and I was in the foxholes 
with the troops instead of back with the observers and I also went 
over the top immediately after the explosion with them and advanced 
into the areas with them I was the only observer that did. That 
was 2 weeks ago and I may be a fit guinea pig for your laboratory to 
see whether I am still alive or not. FT don’t know yet. 

Dr. Astin. You undoubtedly observed a number of equipments 
which are used to measure the intensities of radiation in different loca- 
tions with respect to the point of burst. 

Mr. Fioop. I assure you if they had not been there I would not 
have been there. 

Dr. Astrn. All of those instruments ultimately relate back to our 
standards. We supply the military with the secondary standards 
which they use for controlling the instruments in the field. 

The items which come in to us in our radioactivity laboratory are 
related to that program and during the past few years there has been 
: tremendous increase in the testing of radioactive materials which we 

0. 
RADIUM AND RADIOACTIVE PRODUCT TESTING 


I brought in this connection a graph which shows our radium and 
radioactive product testing. The atomic energy program has made 
available artificially produced radioactive isotopes, the availability of 
these materials 

Mr. FLoop. May I interrupt to inquire this? It is expensive to 
place those things in the record. Can you prepare for us and insert at 
this 7m in the record a table which reflects the material on the 

aph? 
we 3 Astin. Yes, sir. I will be pleased to do that. 

(The material referred to follows:) 
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Millicuries of radioactivity Millicuries of radioactivity 
measured per year ! measured per year ! 
Semiannual period Semiannual period 
Radium ? Cobalt Radium ? Cobalt 
July-December 1938_- lS Sepreer as renee January-June 1946.___ 45, 000 |... ...-2.22--2. 
January-June 1939__.- TERS Pop ticee = oe nnnvae , July-December 1946... , | eee 
July-December 1939_- LR ee oe January-June 1947___. ot ELE 
January-June 1940___- SEAM Beistics odie chienaned July-December 1947... Oe) eee 
July-December 1940_- BE Eitincinciccceann vee January-June 1948____ Sie pe aaa 
January—June 1941____ ME OO tikka July-December 1948__| | ESR iss 
July-December 1941... ; SS eerie January-June 1949____| +s a2 *9RRBSeee ane 
January-June 1942____ 24,900 |. a .. || July-December 1949__| 21,900 | Less than 1,000 
July-December 1942..| 45, 000 | __ January-June 1950_.__| 11, 800 34, 000 
January-June 1943 ___- 58, 400 |__ __...---. || July-December 1950__| 13, 000 43, 900 
July-December 1943. - Aly eee || January-June 1951_..| 10, 400 52, 400 
January-June 1944.___ 80,800 |................ || July-December 1951__| 11, 600 2 41, 200 
July-December 1944_-| is ds ee aes January—May 1952 ___| 11, 600 3 248, 600 
January—June 1945____| y, | Sears fae es June—December 1952. . # 12, 000 * 1,000, 000 
July-December 1945__) 55, 600 |................ || January-June 1953.._.| 5 12, 000 5 1,000, 000 
i ! } 








! For orientation ‘purposes it may be said that most cancer therapy cases involve the use of 1-100 milli- 
curies of radium. 

2 Except for the war years practically all of the radium was used for medical purposes. 

3 Radio cobalt actually calibrated. Back log at this time is ineluded in next 2 entries. 

4 Based on applications presently on file. This does not include about 2,000,000 millicuries for which 
applications were not accepted by us. 

5 Estimated. 


Note.—Radio cobalt calibrations are for medicine, industry, AEC, Army, Navy, Air Force, FCDA. 


Mr. Fioop. It saves money doing it that way in the printing. 

Dr. Astin. I can cover it briefly verbally. The graph shows, in 
blue, the amount of radium testing which we do. The major element 
in the testing of the artificial radioactive isotopes is colbalt 60. The 
amounting of testing of cobalt 60 which we do is shown in red. 

You will note that the prewar years are reasonably uniform. There 
was a sharp increase corresponding to the demands produced by. the 
war, and the postwar years showed a gradual decline, roughly back to 
the prewar level. 

About 1949 or 1950, cobalt 60 became available, and for the first 
couple of years, it represented a substantial workload increase, but 
still one with which we could cope. 

In the beginning of 1951, the AEC increased sharply its production 
of cobalt 60. At the same time the Canadians began producing it. 
Consequently we had available a greatly increased amount of radio- 
active materials to calibrate and certify for everyone that uses it. 

This graph isn’t large enough to show the expected 1952 peak. It 
is actually 50 to 100 times what the normal level was. 

Mr. Ftoop. Why? 

Dr. Astin. To meet the demands, primarily in the Civil Defense 
Administration of the military and industry for these radioactive 
materials. I should also include medicine because these are used 
extensively by medical doctors. 

Mr. Fioop. When you say that you must calibrate this cobalt 60 
for use, as a radioactive material for anybody that wants to use it, 
you mean anybody in the United States of America? 

Dr. Astin. Yes, sir. We do some cooperative testing with the 
British and Canadians, just to insure uniformity of our calibrating 
techniques. 

Mr. Fioop. You don’t serve anybody else? 

Dr. Astin. No, sir. 


20553—52—pt. 1——_10 





144 


NECESSITY FOR SUPPLEMENTAL FUNDS 


Mr. FLoop. The thing that we are concerned about at this moment 
is, doctor, this is the middle of June of 1952, and you arrive at the 
end of the fiscal year period. This subcommittee, | can advise you, 
in its private conversations and meetings, is developing a great irri- 
tation with the agencies on this question of supplemental and emer- 
gency supplementals, and the House itself, | am sure you are becoming 
increasingly aware, is building up quite a head of steam, so you have 
increased an additional burden and higher hurdles to get over merely 
because, without more, it is a supplemental, 

Now those things being true, how can you explain to us that the 
conditions that you are now indicating did not exist at the time this 
budget was drawn up last year, or if the conditions did not exist as 
a fact, certainly they are in the area or in the field of operations that 
you knew, or should reasonably have been expected to know that 
they would exist? 

These are things which you should anticipate in the budget. Now 
why didn’t you? 

Dr. Astrx. The very substantial increase in the Atomic Energy 
Commission production of cobalt 60 began early in 1951. That was 
coincident, also, with the Canadians entering the field and producing 
it. Their product is used extensively throughout the United States. 

We realized about the middle of 1951 that our work load was 
increasing rapidly. We weren’t sure how stable that work load 
would be. We immediately embarked upon a survey. It was about 
the end of 1951, after our budget documents had been submitted to 
the Bureau of the Budget, that we were convinced 

Mr. Fioop. Why weren’t these requests included in the regular 
1953 budget request? 

Dr. Astin. We did not have this information until after our hear- 
ings before the Bureau of the Budget last fall. 

Mr. Fioop. Why not? 

Dr. Astin. Because the information was not available. 

Mr. FLoop. Why not? 

Dr. Astin. The sharp increase in production of this cobalt 60 began 
in 1951 and we weren’t sure of how much of it would be sent to us 
and how heavy our workload would be. 

Mr. Fioop. And that was something over which you had no con- 
trol in your Bureau? —~ 

Dr. Astin. We merely meet the demand for testing. 

Mr. FLoop. Did you inquire of vour customers whether or not 
they did anticipate increased load? 

r. Astin. We started an inquiry on that last summer, but we did 
not have all of the data until the end of 1951. 

Mr. Fioop. So the fault in not bringing this to us in the 1953 
regular budget request does not lie with your shop? 

Dr. Astin. That is correct, sir. 

Mr. Fioop. You tried to find out, and for reasons beyond your 
control, you could not find out? 

Dr. Astix. That is exactly right. 

Mr. FLoop. That is why you are here with this one? 

Dr. Astin. Yes, sir. We submitted the information ‘and request 
for this just as soon as we had the facts. IT can cover that a little 
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The problem was reflected in our own operations by an increase in 
our backlog. At the end of the summer, in September 1951, we were 
6 months behind in the testing of cobalt 60. At the end of December 
1951, we were a year behind. We have kept it at about that level 
since. It was when the backlog reached these proportions we realized 
something drastic had to be done. We initiated our preparations and 
plans for this request about January of this year, and then, of course, 
were entirely too late for us to include it in the regular 1953 budget. 

Mr. Fioop. This request has to do with funds necessary for the 
construction of a radium laboratory, and an annex to the betatron 
bE. Those are two different things. 

Dr. Astin. Yes. 
Mr. Fioop. Does what you say apply to both projects? 


BETATRON LABORATORY 


Dr. Astin. The timing applies to both, but the conditions were 
quite different, and it is merely coincident that the two are concurrent. 
I can explain briefly the timing on the betatron laboratory. 

Our betatron laboratory includes two large machines, a 50-million- 
volt machine and a 180-million-volt machine. We first started con- 
current operation last fall. We found out very soon thereafter that 
we were running into difficulties. Along about December of last 
year the people who were working in those areas complained of nausea 
and headaches, which, after a careful study, was found to be due to a 
high noise level produced by the concurrent operation of the machines. 
After further study we have reached the conclusion that joint opera- 
tion is impossible. In order to maintain our efficiency, without having 
to stagger the operations, we are asking for this addition to the 
betatron laboratory, so that both machines can be operated con- 
currently. 

The evidence which made it clear that both machines could not be 
operated concurrently did not begin to develop until last fall and 
was not fully complete until about January of this year. 

Mr. FLoop. When was the present betatron building completed? 

Dr. Astin. Do you have that date? 

Dr. Taytor. About 1948 or 1949. 

Mr. FLoop. How much did the complete building cost at that time? 

Dr. Taytor. The building itself, I believe, was around $140,000. 

Mr. FLoop. Who was responsible for the plans and construction 
and design of that building for that purpose? 

Dr. Taytor. I was. 

Mr. Fioop. Since the betatron building cost that much and was 
completed in 1949 and was dedicated only to that very limited purpose, 
isn’t it coneeivable that with these two high-energy machines operating 
as they were operating in that design building, that the existing condi- 
tions should have been anticipated? 

Dr. Astin. I would like to answer that for Dr. Taylor, Mr. Flood. 
Both of these machines essentially represent devices to explore new 
areas of science. We are doing pioneering work. 

Mr. Fioop. Then his answer is “No,” for the reasons that you are 
giving? 

Dr. Astin. That is correct, yes, sir. The information which would 
have made it possible to design the building for this condition could 
not be obtained until the machines were actually in operation. 
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Mr. Ftoop. That building and this procedure is not operational, 
but experimental? 

Dr. Astrn. At the present time it is still experimental. Yes, sir. 

Mr. Fioop. And, therefore, under no circumstances could it have 
been presented in the 1953 request because the condition which now 
exists making the request necessary could not possibly have been in 
existence at that time? ; 

Dr. Astin. The only way we could have anticipated it would have 
been to have designed an extravagant building, at least what would 
have appeared then as an extravagant building. The plans were 
made so that we could get our needs sapnilied for the minimum 
expenditure, and on the basis of information then available, it ap- 


peared that the building would be suitable, but we didn’t have all 
the information. 


POSSIBLE DELAY IN APPROPRIATING 


Mr. FLoop. With reference to both the radiation physics lab and 

the betatron building, why can’t we delay consideration of these 
appropriations until the regular budget request for the next fiscal 
year? 
, Dr. Astin. With respect to the radium laboratory, there are 
several reasons. First, as we are now operating, we are at reduced 
efficiency. Second, there is the hazard to personnel because the 
radioactivity calibrations are carried out in a building where a lot 
of other workers are located, and they must, of necessity, get some 
exposure to these radioactive materials. 

With the people that do the work, we monitor them very carefully 
and we think we can control the situation, but it is controlled only by 
allowing them limited exposure to these materials. Therefore, the 
operation is very inefficient. 

Mr. Fioop. Is there any reason why the whole operation can’t be 
shut down for a year? 

Dr. Astin. If the operation were shut down a year, we would 
jeopardize appreciably the programs of the military, of the Civilian 
Defense Administration, of medicine and of industry. 

Mr. Fioop. What about the betatron building then? 

Dr. Astin. The same thing would apply there. The betatron 
building is obtaining information which is urgently needed to develop 
safety standards and dosage factors for using high energy X-rays in a 
number of applications. 

Mr. Fioop. Suppose for Mr. Clevenger’s benefit you go back and 
just read off the testimony of the witness so he will have the benefit 
of knowing what transpired. 

Mr. Cievencer. I take it, it follows the line of the justification? 

Dr. Astin. It follows the line of the justi* cation. 

Mr. Foon. Off the record. 

(Discussion off the record.) 


DANGER OF “SPILL’’ 


Dr. Astin. There is an additional reason for the urgency on the 
radioactivity building, and that is our fear of a spill. A spill would 
merely mean that we would break one of these radium or cobalt prepa- 
rations. If that happened, it would put us out of operation, I am 
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sure, for 3 or 4 months, and it would endanger operations that are 
carried out in other places in the laboratory. 

We base this fear on knowledge of three spills which have occurred 
fairly recently in other locations throughout the country, where in 
each instance a laboratory was shut down for approximately 3 to 4 
months. The cost of cleaning out or decontaminating the laboratory 
ran from $20,000 to $100,000, depending on the size of the spill. In 
addition there was the cost of the lost-time operations, and that is a 
thing we can’t get definite figures on, but everyone agrees that it 
would be many times the cost of the physical decontamination. 

Mr. Fioop. Wasn’t there a problem in the last 2 weeks? I saw in 
the newspaper of personnel identified with this kind of experiment 
who are being subjected to hospitalization because of exposure acci- 
dentally or negligently to radioactive materials some place. 

Dr. Taytor. Yes. This was at the University of Chicago, at the 
Argonne Laboratory. 

r. Froop. Is that identified with you people? 

Dr. Taytor. No, we are not engaged in that project, but it is the 
sort of thing that can happen to us if we are not properly prepared 
to avoid it. 

Mr. Fioop. Are you suggesting that these requests have to do with 
avoiding that kind of thing occurring in your area? 

Dr. Taytor. That is correct. It would not be the same type of 
thing, but it would be an accident where a large number of people 
could be seriously overexposed and, at the same time, rendering a 
large building unfit for occupancy until after a very expensive clean-up 
operation. 

DETAIL OF CONSTRUCTION COST ESTIMATE 


Mr. F.Loop. Dr. Taylor, I suppose you are responsible for the pre- 
sentation of the itemized information on pages 2 and 3, with reference 
to the cost of construction of both of these matters; are you not? 

i Taytor. That information was obtained from our engineering 
stall. 

Mr. Fioop. Is there anybody here who can address themselves to 
the details of that engineering information? 

Dr. Taytor. I think that I can. . 

Mr. FLoop. Suppose you do, then, with each building, beginning 
on page 2, starting with “Architectural on the Radium Building,” 
and then go to page 3 and beginning with the architectural heating 
item, and tell us why that is there. 
® Dr. Taytor. By “architectural’’ is meant here essentially the con- 
struction of the building shell. This is not architectural planning, 
but actually the construction of the walls, floors, ceilings, et cetera. 

Mr. FLoop. That is not a fee of some designer? 

Dr. Taytor. No, sir. 

The fees are quite small inasmuch as this is done by our own engi- 
neering staff, and are included in these estimates. it 

The other items are essentially—I have a drawing of the building, 
if you would care to see it—the other items are more or less routine, 
I would say. The building will be detached from the present building 
area so that in the event of an accident the results can be confined, 
ant also to simplify the cost of the building in order to avoid heavy 
walls. 
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Mr. Fioop. To the best of your information do these figures reflect 
the going figures for this kind of construction in this area under all of 
these circumstances? 

_Dr. Taytor. To the best of my knowledge, that is the case; yes, 
sir. 
Mr. Fioop. They have been obtained by your engineers and 
reported to you through regular channels in due course? 

Dr. Taytor. That is right; yes, sir. 

Mr. Fioop. There is no one of those figures which we should 
examine for any particular reason, of being high or low or 
unreasonable? 

Dr. Taytor. I don’t think so.. I would make this remark, however, 
that putting this in as a supplemental, and having ourselves a bit of 
soul searching on the subject, we have cut this building down to the 
very minimum that we think we could possibly get by with. 

Mr. Fioop. Regardless of the minimum itself, does that same thing 
hold true for each of the separate items totaling $68,000 for one build- 
ing and $63,000 for the other? 

Dr. Taytor. Yes, sir. 

Mr. FLoop. With reference to the betatron annex, does the 
architectural and heating fee of $29,400 reflect the same statement 
from you as your explanation of the architectural figure of $30,000 
for the first building? 

Dr. Taytor. Yes, sir. 

Mr. Fioop. That is not a fee? 

Dr. Taytor. There is no fee in this at all; no, sir. This planning 
has been done by our engineering staff and we do not have in here any 
fees at all. The only extra item is the normal percentage item called 
contingencies, which is a fixed percentage used in planning. 


FUTURE EXPANSION PROGRAM 


Mr. FLoop. Do you have anything in the back of your heads now 
which would bring you back here in the next regular budget request for 
another annex, another wing, or building, for these two projects that 
you don’t know about now, but which may happen in the next 6 
months? . 

Dr. Taytor. There is nothing that I can foresee of that nature, sir. 

Dr. Astin. I know of nothing. 

Dr. Taytor. I can’t think of anything. 

I can say with considerable confidence that within the next year or 
two there is little likelihood of there being such an additional request. 
On the other hand, in this field, and with the tremendous growth, 
particularly in the medical and military applications of atomic energy, 
there is just no telling where we will stand 2 years from now in any 
phase of it, I believe. 

Mr. Fioop. Outside of that? That is the realm of pure conjecture, 
although reasonable conjecture, but outside of that, this is it? 

Dr. Taytor. As far as we can tell; yes, sir. 

Mr. Fioop. Well, you could tell, outside of conjecture. 

Dr. Taytor. I will make that a positive statement, if you prefer. 

Mr. Fioop. Mr. Clevenger. 

Mr. CLevenGeER. I have no disposition to question these gentlemen, 
in the light of this being an atomic project. I don’t question the 
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necessity for this. I think we can gamble $68,000 on the integrity of 
these gentlemen. So far as I am concerned, I hope that this thing 
has projected itself in 2 years so that its usefulness will require addi- 
tional laboratory facilities, not that 1 am inviting you to spend, but 
we have put billions into atomic energy and I want to see it bear 
fruit pretty soon, both medically and as power and as other develop- 
ments. 

I do not find any fault with this $68,000. 

Dr. Astin. I might add that in connection with the request, we 
have attempted to get from the AEC and others some estimate of 
their workloads for the next 2 years. 

Mr. Fuioop. If I were you, I would let your case rest by Mr. Clev- 
enger’s statement. If you get by him in this situation, you will have 
very little other problem. 

Mr. CLevenGer. I never hesitate to spend money if it brings back 
more. I want to see this thing. I really do want to see this atomic 
energy project come to fruition, where we begin to draw dividends 
on it, because we have put staggering amounts of money into it. 

Mr. Fioop. I have been so impressed with my experiences in the 
last 2 weeks observing these guided missles programs at White Sands, 
N. Mex., and the explosions of the bomb at Las Vegas—I went out 
there as a member of the Armed Services Appropriations Subcom- 
mittee—that I think that provision should be made by the armed 
services and the Atomic Energy Commission—and I say this very 
seriously—to transport the entire Congress, make a project of taking 
the entire membership of the House and the Senate to such a demon- 
stration as soon as is reasonable and possible. 

Its potential, as Mr. Clevenger is indicating, is so far beyond, I 
am sure, our layman’s concept—and I am no more imaginative nor 
less so than the average Member, and it is so breathtaking and the 
horizons are so unlimited that I think it is vital and essential that this 
program be presented physically to the entire membership of the 
Congress. 

Discussion, reading, graphs and charts, and testimony don’t lift 
the veil upon what few of us have seen. 














150 


SUBCOMMITTEE ON DEPARTMENT OF THE ARMY 
APPROPRIATIONS 


ROBERT L. F. SIKES, Florida, Chairman 
DANIEL J. FLOOD, Pennsylvania ERRETT P. SCRIVNER, Kansas 


DEPARTMENT OF THE ARMY 
Tunspay, JUNE 10, 1952. 


ALASKA COMMUNICATION SysTEM 


WITNESSES 


MAJ. GEN. K. B. LAWTON, COMMANDING GENERAL, FORT MON- 
MOUTH, N. J. 

COL. HASKELL CLEAVES, COMPTROLLER, SIGNAL CORPS 

MAJ. CLARK V. TELQUIST, LIAISON OFFICER, ALASKA COMMUNI- 
CATION SYSTEM 

CAPT. HARRY H. MARTS, BUDGET BRANCH, COMPTROLLER DIVI- 
SION, OFFICE OF THE CHIEF SIGNAL OFFICER 

BENJAMIN W. KELT, CHIEF, ESTIMATING SECTION, ENGINEERING 
DIVISION, MILITARY CONSTRUCTION, CORPS OF ENGINEERS 

MAJ. GEN. G. HONNEN, CHIEF, BUDGET DIVISION, OFFICE OF THE 
COMPTROLLER OF THE ARMY 

COL. C. F. FOWLER, BUDGET DIVISION, OFFICE OF THE COMP- 
TROLLER OF THE ARMY 


CoNSTRUCTION 


Mr. Sixes. We have for consideration this morning a proposed 
supplemental appropriation for the Department of Defense, contained 
in House Document No. 488, for an additional sum of $3,380,700 for 
construction for the Alaska Communication System. 

The document will be inserted in the record at this point. 

(The document is as follows:) 


“DEPARTMENT OF DEFENSE 
‘‘DEPARTMENT OF THE ARMY 
“ALASKA COMMUNICATION SYSTEM 
“Construction 


“For construction, installation, and equipment of temporary or permanent 
public works, including buildings, facilities, appurtenances, and utilities, at sta’ 
tions of the Alaska Communication System, as authorized by the Act of June 12: 
1948 (Public Law 626), the Act of October 27, 1949 (Public Law 414), and the Act of 
———- 1952 (Public Law —), without regard to sections 1136 and 3734, Revised 
Statutes, as amended, including hire of passenger motor vehicles; [$1,400,000,] 
$3,380,700, 10 remain available until expended: Provided, That this appropriation 
shall not be available for construction of family quarters at (1) an average cost 
in excess of [$24,000] $26,500 for construction, including but not limited to, 
kitchen range, refrigerator, telephone, architectural and engineering services, and 
all contingencies; nor at (2) a cost per family unit in excess of $5,000, for site 
development and outside utilities, including architecturai and engineering services 
therefor and all contingencies.”’ 

The foregoing proposed supplemental appropriation will be necessary to imple- 
ment existing statutory authority, and the authority expected to be provided by 
H. R. 7725 (82d Cong.), for new construction and rehabilitation of existing 
structures at installations of the Alaska Communication System. 
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I recommend that the foregoing proposed appropriation be transmitted to the 

Congress. 
Respectfully yours, 
F. J. Lawton, 
Director of the Bureau of the Budget. 

Mr. Sixes. Are you going to make the presentation, Colonel 
Cleaves? 

Colonel Crzavzes. Yes, Mr. Sikes, I am, sir. 

Mr. Sixes. Very well. 

Will you proceed to tell us what is involved in this request and why 
it is necessary to consider it at this time. . 


GENERAL STATEMENT 


Colonel Cieaves. Yes, sir. I think probably the members of the 
committee have an idea of what the Alaska Communication System 
is, where it started, how it was instituted. If you wish, sir, I will just 
give a very short history on it. 

Mr. Sixes. Very well. 

Colonel Cieaves. On May 26, 1900, the Secretary of War was 
directed and authorized by the Congress to construct telegraph and 
cable lines connecting military headquarters in Alaska. The Congress 
further directed that commercial Hiatheas would be handled over 
these military lines. So as to carry out this act of Congress, the 
Alaska, Communication System was organized under the jurisdiction 
of the chief signal officer, and on September 15, 1900, the first telegraph 
pe was completed between Nome and Port Safety, a distance of 24 
miles. 

Since 1900, the communication requirements have expanded steadily 
with the growth and importance of the vast Territory of Alaska, and 
at the present time the Alaska Communication System is fulfilling 
essentially the same mission of providing arterial communications be- 
tween the United States and Alaska and between key points within 
the Territory. Activities for which communications are furnished 
include military forces, other Government and Territorial agencies, 
the general public, business activities, the press, and ship-to-shore 
services. The important position played by the Alaska Communica- 
tion System in the development of the Territory of Alaska cannot. be 
overemphasized. The presence of dependable communications has 
and will continue to play an essential part in the development of this 
vast. Territory. 

I have prepared a map which indicates the stations and communi- 
cation facilities now. provided to assist: you in visualizing the extent 
of the Alaska Communication System and the remoteness of the sta- 
tions. The 44 principal stations operated by the system are shown as 
red dots. Existing landline circuits are shown as black dashed lines. 
Radio cireuits are shown as red lines, and submarine cables are indi- 
cated in blue. Other governmental stations for which the Alaska 
Communication System furnishes communications are shown as black 
dots. The administrative headquarters of the system is located in the 
United States at Seattle, Wash. 

Funds in the amount of $3,380,700 are requested in this budget to 
provide essential construction at 22 stations of the Alaska Communi- 
cation System. Of this total, $1,549,600 are requested for family 
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housing at 15 installations, $452,400 for troop housing at 12 installa- 
tions, and $1,378,700 for operational facilities and utilities. 

Construction requested for the first eight stations including Tok 
Junction, Gulkana, Big Delta, Sheep Mountain, Northway, Harding 
Lake, Johnson River, and Palmer-Tok Junction, at a total cost of 
$1,175,300, is necessary to complete programed construction at these 
locations. These installations are repeater stations required for the 
operation of a new telephone land line between Anchorage and Fair- 
banks, and between Alaska and the United States. The land line 
provides a means of communication between important military 
installations in the Anchorage and Fairbanks areas and connects with 
the Port of Valdez. Current construction schedules indicate that the 
land line will be completed by September 1952. 

Operational buildings for the new land line repeater stations have 
been authorized and financed. In order that the stations may be 
operated, it is necessary that family quarters and troop housing be 
constructed to accommodate the personnel who will be assigned to 
these remote sites. The stations at Harding Lake and Johnson River 
will be unattended and funds are requested at these locations for 
security fences. 

Funds totaling $1,365,000 are requested to provide family quarters, 
troop housing, operational facilities, and utilities at the next seven 
stations. These installations include Fairbanks, Haines, Naknek, 
Cordova, Ketchikan, Petersburg, and Anchorage. Funds requested 
will complete the construction now programed at these stations. The 
new construction is required to replace temporary and inadequate 
operational buildings having high maintenance costs, and to provide 
quarters in areas where rental housing is not available. It is desirable 
to accomplish this work at this time since construction previously 
authorized and financed is to be undertaken at these stations this year. 
If economies in construction are to be realized, all construction pro- 
gramed at each station should be contracted for this year, thereby 
avoiding higher costs which would be occasioned by the necessity of 
contractors returning at a later date. 

The last seven stations are important terminal and relay points of 
the Alaska Communication System. These sites include Kodiak, 
Valdez, Curry, Healy, Whittier, Sitka, and Seward. Funds totaling 
$840,000 are requested to provide the programed construction at each 
installation. Family quarters, troop housing operational facilities and 
utilities are required at these stations. The programed construction 
is the minimum necessary for efficient operation of each station. 
Operational buildings for which funds are requested are necessary to 
provide suitable space for system operation. Receiving and trans- 
mitting equipments at certain installations are located in business 
districts of the towns. This has resulted in highly objectionable inter- 
ference being experienced by local citizens when using standard broad- 
cast receivers. The new construction will also replace a limited num- 
ber of temporary buildings constructed prior to, and during World 
War II. These buildings lack sufficient space and floor-loading capac- 
ity to satisfy present and future equipment requirements, and have 
deteriorated to the extent of being unserviceable for their present use. 

Included within the requested appropriation are funds to provide 
59 family quarters and troop housing for 96 enlisted men at 17 remote 
stations for a total cost of $2,002,000. The appropriation requested 
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is based on providing minimum quarters at remote locations for the 
permanent postwar strength of 22 officers and 463 enlisted men at 
the stations included in the request. Based on this strength there are 
requirements for 115 family quarters and troop housing for 104 en- 
listed men. Against these requirements there are in existence or cur- 
rently authorized a total of 56 family quarters and troop housing for 
8 enlisted men, resulting in a shortage of 59 family quarters and troop 
housing for 96 enlisted men. 

The provision of adequate quarters for the skilled and highly trained 
technical personnel of the Alaska Communications System will ma- 
terially reduce the costly turn-over of personnel due to the willingness 
of individuals to remain ia Alaska over an extended period of time. 
The provision of family quarters and troop housing will also eliminate 
the payment of high-cost monetary allowances in lieu of Government 
quarters. The housing shortage at the remote stations can only be 
alleviated by the construction of family quarters and troop housing. 
At the limited number of stations where any rental housing is available, 
the cost to the individual soldier is such that he is forced to pay rent 
far in excess of his means, or to accept substandard housing for his 
family. 

The family quarters which will be constructed with the funds re- 
quested will not exceed a limitation for non-commissioned-oflicer type 
houses of 1,080 square feet at any location. Family quarters will be 
of frame construction and, consistent with extreme temperature con- 
ditions, will be identical with similar NCO-type houses constructed at 
military installations in the United States. The quarters will be con- 
structed in accordance with the standard plans of the Chief of Engi- 
neers for 2- and 3-bedroom houses. So as to permit maximum utili- 
zation of central heating plants and to reduce expensive outside wall 
construction, the maximum number of family quarters will be con- 
structed as a single unit. 

The facilities for which appropriations are requested are the mini- 
mum required for the Alaska Communications System to accomplish 
its mission of providing communications at the scattered remote sta- 
tions located throughout the Territory. 

Mr. Scrivner. Why was*this not presented in the regular 1953 
budget? 

Colonel CLeaves. This money right here, sir? 

Mr. Scrivner. Yes. 

Colonel CLeaves. This is in the 1953 budget; is it not? 

Captain Marts. No, sir. 

Mr. Scrivner. It has only been a matter of weeks since you were 
up here on the 1953 budget. There were some funds required in the 
first supplemental, as I recall it. 

Colonel CLEavES. We have not been heard on the 1953, have we? 

Captain Marts. No, sir; not the construction budget for the Alaska 
Communications System. 

Colonel CLeaves. Not the Alaska Communications, for construc- 
tion—— 

Mr. Scrivner. Oh, surely you have. 

Captain Marts. Yes, sir; for maintenance and operation of the 
System. However, for construction it was necessary to get a congres- 
sional authorization as well as appropriation for this, to build the 
necessary projects. 
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Mr. Srxezs. Is all of this construction money? 

Colonel Cizaves. This is all construction; yes, sir. 

Mr. Sixes. Money that was not included in the regular 1953 bill? 

Colonel Cizaves. No, sir. This is all construction. That is why 
I said this has not been heard. 

Mr. Scrivner. Very well. 


AUTHORIZATION 


Mr. Sixes. Do you have authorization for all of the money*which 
you are requesting? 

Cualinah Gheteatene: We have not the authorization, sir. 

Mr. Sixes. Where is the authorization request? Is it now before 
the Armed Services Committee? 

Colonel Curaves. We have not been called up on it, sir. 

Mr. Sixes. Is the request before the Armed Services Committee? 

Colonel CLEaves. Yes, sir. We have the request before the com- 
mittee. 

Mr. Sixes. But you have not been called to testify? 

Colonel CLEaves. That is correct, sir. 

Mr. Srxzs. I see. 

Mr. Scrivner. Wait, just a minute. 

Colonel Cieaves. Yes, sir. 

Mr. Scrivner. If that is true, why jump the gun? Why not wait 
to see what the Armed Services Committee authorizes, and let it go 
right along with the rest of the construction money? We have a 
Subcommittee on Construction. 

Mr. Sixes. It will just take a few minutes to complete the hearing. 
Let us go ahead. 

Mr. Scrivner. All right. 

Colonial CLeaves. The important thing at this point, sir, is that 
the first eight stations we are asking for are repeater stations along 
these new telephone land lines. The construction schedules on the 
land lines themselves will be completed by this September. These 
are repeater station buildings. 

Mr. Srxzs. Is this essentially a moderfiization process? 

Colonel Cieaves. It is, sir; and an amplification process to keep in 
progress with the demand for the service. 

Mr. Srxes. You are expanding and modernizing. 

Colonel Cieaves. We are expanding and modernizing the opera- 
tional facility, sir. 


DETAIL OF PROPOSED CONSTRUCTION 


Mr. Srxes. I would like to place in the record at this point pages 
7, 7a, and 7b of the justifications. 
(The documents are as follows:) 
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Project 230—Construction of buildings, quarters, and utilities 

































































APPROPRIATION 
Pri- Operat 
ority Installation Fomity. Veron” | facilities | Total sp- 
No. — listed men oxy? ag tion 
1 | Cathedral Bluffs (Tok Junction) -........-....- $330, 000 $58, 300 $48, 000 
2 | Gempemes ssh 5S. sit 148, 000 47,600 | "36.400 tes 
3 | Big Delta weneprercheerrrernar-rnets=<9eerh renee 52, 800 26, 400 | 12, 000 91, 200 
4 | Sheep Mountain.............-.---------------- of aie a | 123. 000 189, 000 
Gh OROIRS. . Spd. 45d. 555 58 (edge 52, 800 34, 000 | 8, 000 94, 800 
er in ion hh citi cn gun rckdechasteddds cenctialecieince--nn 8, 500 8. 500 
SB DU I hp ie 051. -csscsddae-cMacedssside. Sep OB ania | 8, 500 8, 500 
8 | Palmer-Tok Junction....__-...----------.--.---|.----------- ben speevh | 115, 000 115, 000 
ee el eR ada cmc Eos on hc aenel-eeoncnenaee 180, 300 180, 300 
i RCS ae Sa RR ce 26, 400 |. Ste 43, 000 69, 400 
iL” Sti SERN rate Re BRR came 89.0004. 53,000 
19 | Oov@ewe.... 005s i A 25). Jou aceet 2, 600. 2, 600 
13 O° | EE SE SE SLES See 157, 500 42, 000 | 34, 000 233, 500 
oS ESSE RS 122 ER Ie ED SO BS GELS 67, 500 , 500 38, 200 128, 200 
gE a eri este RN Si SR eae 2 335,000 |_...-- 2. | 363; 000 698, 000 
Be I ilcnpduiceeatechenesdidewesensiepmeaiess 150, 000 61,400 | 137, 700 349, 100 
BPS WON hii Licdicpdatipectadseciuiontnkd 26, 400 600 | 122) 500 173, 500 
BF ies cocina denen et deterrpopnn dnorernee snes 29, 000 29, 000 15, 500 73, 600 
Ee icatcinkinpnappleinnpansicnmas sgh nant 29, 000 29, 000 17, 000 75, 000 
Oe) WR ee Bi es lo oder cazersd 4, 600 | 4, 600 
I e070 5 eauhiessbsins toinigentncinasie BIE lent oneascenn 23, 400 | 76, 200 
aS FORSTER IW BO Pees MERE Dw ee ee ae 26, 400 24, 600 37, 500 88, 500 
PORES VIER Sik ts 1, 549,600 | 452, 400 | 1,378,700 | 3, 380, 700 
SUMMARY OF QUARTERS BY INSTALLATION 
— NCO family quarters Enlisted men quarters 
; 3 | j | : 
Z | ° b } Ee | b>|e a 
bi! Installation and location g a z ¥ z os 2 | E as 
2 §\=6 S| of cE 8/8 | ae\¢ 
: ele |g |8\2\28| 2) 2 /2/3|35/2 
Oo} & | Riba ~ % ~QIiPia o 
(1) (2)} (3) (4) | (5) |} (6) | (7) (8) (9) (10) (11)} (12) | (13) 
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2| Gulkana o| 4 4} 0] 0 4 4| 10; 0] O} 1} 10 
3 0 9 4|/ 2] 0 2 4 5} 0] 0 5] 5 
4 0} 10 2} 0} 0 2 2 8| 8] 0 0; 8 
5 0 10 3 1; 0 2 3 7| 0]; 0 7 7 
6 | Harding : 0 0 0; 0; 0 0 0 0; of 0 0 0 
7 | Johnson River... .-......-..--.-- 0 0 0}; 0} 0 0 0 0}; 0; 0 0 0 
8 | Palmer—Tok Junction.--......-- 0 0 0| 0| 0 0 0 0} 0} 0 0 0 
9 | FPairbanks...............-....--- 4| 86]. 21} 2/19 0} 21 0} 0} 0 0} 0 
~ SRS Saaae a 0 4 1; 0; 0 1 1 0| 0; 0 0 0 
72 1 Negmere.- see lls 1 y 2; 0; 2 0 2 8; 0; 0 8 8 
Te ear yaa ener 0 6 1/1); 0 0 1 0}; 0| 0 0 0 
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14 | Petersburg. .......-...-......-.- 0 8 3/ 0) 0 3 3 5| 0} 0 5 5 
15 | Anchorage. ........-..--.-.----- 12| 174 4017} 2 16 35 0; 0| 0 0 0 
ER °° 2p RRR es eg eee: 1 27 7; 1; 0 6 7 21; 0; 0 21; 21 
WOE NN ok is acs bub kcin~ do 0 4 1}; 0; 0 1 1 3; 0; 0 3 3 
Se in vontinentisnmibnaeenest 0 6 1} 0; 0 1 1 5/| 0; 0 5 5 
$0) Miss. ei zS.. 0 6 1} 0/ 0 1 1 5} 0; 0 5 5 
20 | Whittier..................---... 1 8 2) 21 0 0 2 0; 0; 0 0 6 
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HOUSING 


Mr. Sixes. Will you tell me in your own words how much money 
is for housing in connection with this program. 

Colonel Cieaves. Do you have that break-down, Captain? 

Out of the approximate $3.4 million, $1,549,600 is for family 
quarters and $452,400 is for quarters for enlisted men. The oper- 
ational facilities and utilities are approximately $1.4 million. 

Mr. Sixes. It appears that the money you request goes beyond the 
authority for expenditure for this purpose. In other words, as I 
interpret your request for funds for family housing the cost is greater 
than the authorization which you have for spending ‘money for family 
housing. Am I wrong in that? 

Colonel CLeaves. I do not know of that limitation. 

Mr. Srkxes. There is a limitation per unit which you now propose 
to exceed. How will you do that? 

Colonel CuEAves. As to the expenditure per unit, sir, under this 
request which we are making, the quarters up there are running all 
the way, I think, from approximately $53,000 at Point Barrow, for 
a single set of noncoms’ quarters, on down to what we would consider 
a much more reasonable figure. However, it is based on the distance 
and the difficulty of getting material in there, and the contractors 
and their workmen. 

Mr. Sixes. Is there not a unit limitation on construction in Alaska? 

Colonel CLEAves. There was some limitation. 

Captain Marrs. There is a language change. 

Colonel CLEeAves (reading): 

Provided, That this appropriation shall not be available for construction of 
family quarters at an average cost in excess of $26,500. 

Mr. Sikes. You are asking for a change in the limitation? 

Colonel CLEavgs. Yes, sir. 

Mr. Srxes. An increase in the limitation. 

Colonel CLEeaves. Yes, sir. 

Mr. Stxes. Are the expenses still going up? I thought you people 
had been able, by diligent effort, to hold the costs in line up there, 
and that they were not continuing to increase. This would indicate 
that they are continuing to increase. 

Colonel CLEaves. These are engineer estimates which we have on 
this. Mr. Kelt, can you add anything? Mr. Kelt represents the 
Office of the Chief of Engineers here, sir, for construction. 

Mr. Ke rt. Yes, sir; generally the costs recently in Alaska, on the 
labor contracts, were increased approximately 12 percent. However, 
we are beset with some things in the Alaska Communication System 
with which we are not beset where we are established, such as at 
Anchorage and Fairbanks. We have trouble getting contractors, to 
begin with, to bid on these jobs, because they are-small. The con- 
tractors seem to be busy with the large projects, and they do not care 
much about these small jobs. Sometimes it appears that they are 
charging what the traffic will bear. 
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CONSTRUCTION STANDARDS 


Mr. Sixes. Tell me what standards you use in developing your 
construction program. Do you try to have construction which has 
been found average and satisfactory for the people who live in Alaska, 
or do you propose to build facilities which are better, far better than 
the average which has been found to be satisfactory in Alaska? 

Mr. Kevt. These proposed facilities for housing, sir, are no better 
than State-side. 

Mr. S1xgs. I am talking about Alaska, not State-side. 

Mr. Ker. They are not better than State-side. 

Mr. Srxes. Are they better than average in Alaska? 

Mr. Ket. No, sir; they are not. 


HOUSING COSTS 


Mr. Sikes. Do you mean to tell me that the average family in 
Alaska can spend $26,000 for a house? You know perfectly well 
they cannot. 

Mr. Ker. No; they cannot. That is true. 

Mr. Srxes. Then it would not be average for Alaska. Therefore, 
why is it necessary for us to spend a great deal more money for 
construction in Alaska than the average Alaska family finds it neces- 
sary to spend to have a comfortable home in which to live? 

Mr. Ketr. Well, that is one of those things. We cannot get 
' contractors to bid on quarters. Those are the prices we get. 

: Mr. Sixes. Your first 10 quarters are at $33,000 each, at Cathedral 
Bluffs. Your answer is that you just cannot get people to bid at a 
lower price? 

; Mr. Ketr. That is right, sir. 

j Mr. Stxes. How do the people in Alaska get their houses built? 
' They do not spend $33,000 each for their houses. And this $33,000 
does not include the utilities. 

There is a big gap somewhere. I would like to know what it is. 
People are building houses in Alaska, and they find them comfortable 
to live in. They raise their families there and spend their lives 
there in housing which they find adequate. They certainly do not have 
$33,000 per family to spend for a house, without utilities. Where is 
the gap there? What is it? 

Mr. Ketr. Well, sir, to begin with, Cathedral Bluffs is an isolated 
location. 

Mr. Srxzs. All right. Let us take one which has a price of $26,000 
which I assume you consider average. Do you have anything which 
costs less than $26,000? 

Mr. Ketr. I think we have, sir. 

Mr. Sixes. What is the lowest one you have? Where is it? 

: Colonel CLeaves. Anchorage. 

Mr. Srxzs. All right. Let us take Anchorage. It is a compara- 
tively large city and a seaport. It is not isolated. Alaskan civilians 
carry on considerable construction there. What is the cost of a 
housing unit in Anchorage? 

Mr. Kevr. We are estimating a cost of $20,900 apiece. 


A secayaniinsies icles Ric aisles Fabri 








- eee eon oe ee ee ee Pe 





158 

Mr. Sixes. $20,900. Does it cost the average family living in 
Alaska and making its livelihood from the economy of Alaska, $20,900 
for a house? 

Mr. Kuur. I doubt it, sir. I do not- know. 

Mr. Sixes. Of course it does not. You have seen those houses, 
and so have I. I doubt that they cost one-third of that amount. 

Mr. Kztr. This is a house which contains 1,080 square feet. 

Mr. Srxzs. Which is not a big house. 

Colonel CLreaves. No, sir. 

Mr. Ke tr. It is a three-bedroom house. 

Mr. Scrivner. How many bedrooms? 

Mr. Kexr. A three-bedroom house. 

Mr. Sixes. Well, you do not have the information which I want. 
I want you to get it for me. I want to be able to tell Congress why 
it is necessary to spend so much more money for houses for military 
families or civilian families working for the Government than it 
would cost a family in Alaska when that family makes its livelihood 
from the economy of Alaska. There is a big gap there which I cannot 
see a justification for. 

I do not know whether you people are just being taken for a ride 
by the contractors, or what it is, or whether you have your standards 
ob construction set ridiculously out of line with the standards which 
have been found satisfactory by people who live im Alaska. What- 
ever it is, 1 want you to get that information for me. 

Mr. FLoop. It might be a good point, Mr. Chairman, to also 
include a comparable set of figures for like construction on the resi- 
dential construction for the Civil Aeronautis Authortiy or the Depart- 
ment of the Interior in the same area. 

Mr. Sixes. Very well. I think that is a good question. 

(The information is as follows:) 


Housing costs in vicinity of Anchorage, Alaska 
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(Alaska Road Commission). ' 
7. Fiscal year 1953 proposed |...do_......| Row........-. 16 3} 1,080, 20,938 19.39) Yes. 
‘ACS housing at Anchorage. | 
1 Items 1 through 5: Costs represent minimum FHA requirements. 
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UNOBLIGATED BALANCE 


Mr. Sixes. How much of an unobligated balance do you expect to 
carry over into fiscal 1953? 

Colonel Fowuer. I have the current figures. 

Mr. Stxes. Give me the current figures. 

Colonel Fow.er. The cumulative obligations to date are approxi- 
mately $4,036,000. 

Mr. Sixes. Out of how much? 

Colonel Fow.er. Out of a program of approximately $5,417,000. 

Mr. Sixes. What are you going to do with the $1% million you 
have to carry over? 

Colonel Fow.er. These figures, sir, are through April. Do you 
have your estimated obligations, Captain? 
: Mr. Stxzs. Do you propose to obligate all your money by the end 
' of the fiscal year? 

Captain Marts. Directives have gone to the Chief of Engineers 
on that. 

Mr. Srxgs. To obligate all the money? 

Captain Marts. Yes, sir. 

Mr. Srxes. You do not anticipate a carry-over, then? 

Captain Marts. No, sir; not at this time. 

Mr. Sixes. Off the record. 
(Discussion off the record.) 

Mr. Stxes. I now have several additional questions, Colonel 
Cleaves, which I am going to ask you to answer. 
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REASON FOR SUPPLEMENTAL REQUEST 


What has developed to create a supplemental request at this late 
date? 

Colonel Cieaves. The funds requested at this time for construc- 
tion are a part of the planned fiscal year 1953 requirements for the 
Alaska Communication System. The estimates for construction 
were not defended currently with the request for maintenance and 
operation funds because these estimates were processed separately, 
and the proposed supplemental appropriation request for construc- 
tion funds had not been transmitted to the Congress by the President. 
The requested construction funds will implement existing statutory 
authority, and the authority expected to be provided by H. R. 7725, 
'  Ejighty-second Congress. 

Mr. Sixes. When did you first discover a need for additional funds 
for construction? 

Colonel Cieaves. The present request for funds is based upon an 
' ‘over-all construction program providing for the improvement and ex- 
j pansion of the Alaska Communication System which was initiated in 
1948. Since 1948 construction has been accomplished in accordance 
with this program at a rate consistent with the relative priority of 
: Alaska Communication System and other civil and military construc- 
tion in Alaska, and within fiscal year ceilings for construction esti- 
mates placed by budget reviewing agencies. The present request for 
$3,380,700 will provide essential facilities included in the construction 
program. 
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Mr. Sixes. What is the total estimated cost of the construction 

program as presently authorized? 
‘olonel CLeaves. The total estimated cost of the construction pro- 
am. for the Alaska Communication System, which has been author- 
ized by the Congress, amounts to $8,127,212. Of this total, authori- 
zation amounting to $1,403,255 is to be deleted by H. R. 7725, Eighty- 
second Congress leaving a net present authorization of $6,723,957. 

Mr. Sixes. What additional authorizations are now pending? 

Colonel CLeaves. Additional authorization amounting to $4,517,- 
000 is expected to be provided by H. R. 7725, Eighty-second Congress. 

Mr. Sixes. What funds are presently available for construction, 
that is, during fiscal year 1952? 

Colonel CLeaves. In fiscal year 1952 funds amounting to $1,400,000 
were made available for construction in the Alaska Communication 
System by Public Law 179, Eighty-second Congress. The Chief of 
Engineers has been requested to construct authorized facilities for 
this amount. There are no additional funds available for con- 
struction. 

Mr. Srxes. Mr. Flood? 

Mr. Fioop. No questions. 

Mr. Stxes. Mr. Scrivner? 


WATER SYSTEM FOR SHEEP MOUNTAIN 


Mr. Scrivner. What is this $115,000 water system for Sheep 
Mountain? What is that going to supply? 

Colonel CLeaves. That is a station there. We have a very good 
photograph of the place, sir. It is on a mountain top, and is a relay 
station which has to be placed there for operational reasons. It is 
miles from anywhere. They have spent money digging wells, and 
cannot get anywhere at all. This has to be piped in and pumped from 
a pond or a reservoir about a mile and a half away, as I recall it. 

Mr. Scrivner. For whom is the water? 

Colonel CLeaves. It is for the personnel at this Sheep Mountain 
repeating station, relay station. 

Mr. Scrivner. How many personnel do you have there? 

Colonel CLeaves. I will look that up for you, sir. 

Mr. Scrivner. This seems to indicate 10 enlisted men. 

Colonel CLEAves. Ten enlisted men. It is for them and for fire 
prevention, sir. 

Mr. Scrivner. Fire prevention of what? 

Colonel CLeaves. Fire in the buildings and installations, sir; fire 
protection. 

Mr. Scrivner. You could buy a lot of fire extinguishers for that. 
You could ship in the water, though it would not be exactly what they 
want. $115,000 for a water system for that small an operation looks 
to me as though it is pretty costly. 

Colonel CLEAves. It is costly, sir. There is no question about it, 
I was amazed at the figure myself. 

Mr. Scrivner. Certainly there ought to be some alternative. 
Counting that in, you are going to have a huge cost for these quarters. 
I suppose these are NCO quarters? 

Colonel CLeaves. Yes, sir. 
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Mr. Scrivner. Even if you had 10, that is going to run $11,500 
apiece, in addition to your $33,000 for your family quarters. That 
will be a terrific cost. 

Colonel CLeaves. It is a terrific cost, and it is only attributable to 
the remoteness of the station, sir. 

Mr. Scrivner. I know. I like to have these men up there be 
comfortable, but there comes a time when you just do not get value 
received. I should like to have a little better explanation on that 
whole item which you set out there on page 14, and why you could not 
have some other alternative. 

Colonel CLeaves. Very well, sir. Major Telquist could give some 
of that right here, sir. He is with the Alaska Communication System 
and is our liaison officer. He has been all over the territory. 

Mr. Scrivner. We have been pretty good to the Alaska Com- 
munication System, yet once in a while I cannot escape the conclusion 
that in view of the fact that we have been very generous, seldom ever 
curtailing any requests, you are working us for a pretty good thing. 
There is a limit, however, to what we can do. 

Colonel Cleaves. That is true, sir. I agree with you completely. 

Mr. Srxes. Major, I think we would like to hear from you. 

Major TeLquist. We have investigated this water situation very 
closely with the Corps of Engineers at Anchorage, Alaska, and we have 
the problem of not being able to get enough water at the station from 
the surface water, where we normally get the water, because it is on a 
mountain top. 

At the present time there is a 42,000-gallon water tank installed 
there. With 10 people at that station, and for fire protection, that 
will last about 25 to 30 days. What we propose to do is to go a mile 
and a half from the station, down in a valley, where there is a fairly 
good-sized creek. We propose to put in about a 3-inch main, an 
insulated main down the side of the hill to the creek, and to use a 
hydraulic pump to force the water up to the station. 

Now, that creek freezes solid in the wintertime. Inasmuch as we 
only have a 42,000-gallon tank there now, we are going to have to 
increase the size of that tank itself at least to 100,000 gallons, to take 
care of the station over the cold period of the year, during the winter, 
from the latter part of October to probably around the Ist of April, 
on a cold winter. 

Mr. Sixes. How do you keep the water in the tank from freezing? 

Major Tetauist. That will be a buried tank, sir, under a building. 
We feel that we can bury the tank far enough so that the frost will 
not freeze the water, in the larger capacity. 

Now, the costs do run up. You have to insulate the line, with the 
pumping facilities, and there is the labor of putting the line in. 

We have looked at the other alternative, to haul the water by tank 
truck, and the tank trucks cost money. It takes a main to hold the 
water for that. The roads, of course, since this is a mountainous area, 
are very poor and precipitous, and we are afraid that it is going to 
cost us more money in the long run to try to truck that water in there. 

This has been thoroughly investigated. Our photographs here are 
part of the investigation by the district engineer at Anchorage. He 
definitely does not recommend that we truck that water in. 

We realize that it is an awful price to pay for water, but by the 
same token we have probably a half-million dollars invested in equip- 
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ment and buildings there. It is an integral part of this wire system 
that connects our two fighter bases here at Anchorage and Fairbanks. 
If we lose the station we lose the operation of the line. We certainly 
do not intend to be unreasonable. We want to provide adequate 
protection for the station. 

Mr. Srxes. Have you given thought to depending upon radio for 
communication in order to get away from these costs? 

Major Tre.quisr. Yes, sir. When this line was constructed the 
American Telephone & Telegraph Co. made a survey of this area 
between Anchorage and Fairbanks. Now, they took into considera- 
tion the microwave equipment over this route, versus a land-line 
facility. They felt that the land line in the long run would provide 
more circuits at a more economical cost, and it is a matter of the study 
by the A. T. & T. which is on record. That is how we came to build 
the line via this route. 

Mr. Sixes. When was that study made? 

Major Texquist. Sir, that was made in 1949. That was prior to 
the time that we started the land-line job. 

Mr. Sixzs. Is there anything else you wish to add? 

Major Te.taquist. What is that, sir? 

Mr. Srxgs. Is there anything else you wish to add? 

Major Trexiquist. No, sir. 

Mr. Srxes. Do you have anything else, Mr. Scrivner? 

Mr. Scrivner. No. 

Mr. Sixes. Thank you, Colonel Cleaves and gentlemen, for your 


testimony. Please supply the additional material requested as soon 
as possible. 


olonel CiEaves. Yes, sir. 





soldi gt Santee se can RITE EN 


and 


bs Shh PAIN Ea 


ha ake RK 








no 


aaa 


eel Oke 





m 
cS. 


te 


| 





iid RS 2 3 Sts HOR RSE a tS ty MLS PM a SN EAR Sp cli « 


PRO AA OE Me Tas 


Miter 


St ao aati to sciiaager pik te 


SEARS MBAR a St Arty PRIN oR ME. 





163 


SUBCOMMITTEE ON INDEPENDENT OFFICES 
ALBERT THOMAS, Texas, Chairman 


ALBERT GORE, Tennessee JOHN PHILLIPS, California 
GEORGE W. ANDREWS, Alabama FREDERIC R. COUDERT, Jr., New 
SIDNEY R. YATES, Illinois York 


NORRIS COTTON, New Hampshire 
Tuxrspay, JUNE 10, 1952. 
VETERANS’ ADMINISTRATION 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 
WITNESSES 


O. W. CLARK, DEPUTY ADMINISTRATOR 

S. M. MOORE, Jr., DIRECTOR, BUDGET SERVICE AND BUDGET 
OFFICER 

J. D. BAKER, ASSISTANT DIRECTOR, BUDGET SERVICE 

U. E. WELLS, CHIEF, ESTIMATES DIVISION, BUDGET SERVICE 

J. G. CORBITT, DIRECTOR, FOREIGN RELATIONS SERVICE 

J. J. ROCKEFELLER, DIRECTOR, CONSTRUCTION SERVICE 


Mr. Tuomas. We have here this afternoon the Veterans’ Adminis- 
tration represented by Mr. O. W. Clark, Mr. S. M. Moore, Jr., 
Mr. J. D. Baker, Mr. U. E. Wells, Mr. J. G. Corbitt, and Mr. J. J. 
Rockefeller, who are appearing in connection with a supplemental 
estimate for 1953 in the amount of $5,000,000 for grants to the 
Republic of the Philippines, as contained in H. Doc. No. 451. 

If you and any of the staff have a statement for us, we will be glad 
to hear it. The request of $5,000,000 is for use in constructing a 
Philippine hospital of which we have heretofore dealt to the tune of 
about $9,400,000 out of a total authorization, as I remember it, of 
about $38,000,000—$22,500,000 was for construction of a hospital or 
hospitals and not to exceed $3,500,000 a year for medical services for 
a period of 5 years. In round figures, that is about $38,000,000. 

Mr. Cuark. That is correct. 


GENERAL STATEMENT 


Mr. Chairman, and gentlemen of the committee, we are appearing 
before you today to explain the need for a supplemental appropriation 
in the amount of $5,000,000 for grants to the Republic of the Philippines 
for construction and equipping of hospital, Veterans’ Administration. 

This request is made pursuant to Public Law 865, Eightieth Con- 
gress, which authorized grants-in-aid of not to exceed $22,500,000 to 
the Republic of the Philippines for the construction and equipping of 
hospitals for the Philippine Army and guerrilla veterans with service 
disabilities. 

Funds requested at this time are to supplement the $9,400,000 
appropriated in fiscal year 1950 (Public Law 266, 8ist Cong.) for the 
construction of a hospital in the Manila, Philippines, area. Plans 
and specifications for the proposed hospital, which will contain 722 
beds, were concurred in by this Agency in June 1951, subject to 
minor changes to be completed later in Manila. U pon the comple- 
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tion of the changes the Philippine Government advertised for con- 
struction bids which were opened in Manila on February 9, 1952. 
Based on bids received, which the Philippine Government has stated 
to be in line with current construction costs in the Philippines, the 
estimated total cost of this project is $14,400,000. This gency has 
given careful consideration to such factors as number of beds to be 
provided, estimated costs, etc., and is of the opinion that the addi- 
tional funds requested by the Philippine Government are justified. 

In support of this general statement, a detailed explanation of the 
need for this appropriation has been furnished your committee. 

Mr. Tuomas. Tell us how much we have appropriated heretofore 
for the treatment angle and how much we have appropriated for 
construction. How much is that building going to cost us in the way 
of construction and equipment and so forth? 

Mr. Baxer. The amount appropriated for the three fiscal years, 
1950, 1951, and 1952 for the care and treatment of veterans, has been 
a {net of $5,035,000. 

Mr. Tuomas. What does the law say is the top amount you can 
give for only 1 year? 

Mr. Baker. $3,285,000. 

Mr. Tuomas. What did we appropriate in the fiscal year 1953? 

Mr. Baker. $1,100,000. 


NUMBER OF VETERANS IN PHILIPPINE HOSPITALS 


Mr. Corsirr. The cost of hospital care and treatment, Mr. Chair- 
man, is now averaging about $7.82 per patient per day. 

Mr. Tuomas. Do we pay the entire cost or does the Philippine 
Government pay any of the cost under this 5-year period for care 
and treatment? 

Mr. Corsirr. The Philippine Government does not pay any of the 
cost. We reimburse the Philippine Government for the entire cost. 

Mr. Tuomas. And it is $7.82 per day per bed. 

Mr. Corsirr. Yes. 

Mr. Tuomas. How many patients do you anticipate that you will 
have in the fiscal year 1953? I notice that the patient load has been 
falling off. 

Mr. Corsirr. The first of June 1952, there were 621 veterans 
hospitalized. In 1953 we estimate we'll have 850 remaining in the 
hospitals. 

Mr. Tuomas. Can you give us the number of patients, applicants, 
and the number of patients you had for the 3 years you have operated 
under this law? 

Mr. Corsirt. In 1950, we had 81 patients actually admitted. 

Mr. Tuomas. How many applicants did you have when you 
admitted 81 in 1950? 

Mr. Corsirt. Five hundred and fifty-two. 

Mr. Tuomas. All right, now, what about 1951? 

Mr. Corsirr. Mr. Chairman, | have this broken down here as of a 
certain date and not for fiscal years—that is, the entire year. 

For example, the figure I just gave you was for the 30th of June, 
1950: and I have it for each 6 months thereafter. 

Mr. Toomas. Go ahead. 
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Mr. Corsirr. On June 30, 1951, we had 1,571 applications; 782 
were determined eligible, 474 were actually admitted to the hospital, 
and 293 remained in hospitals. 

On December 31, 1951, we had 2,151 applications; 1,015 were de- 
termined eligible, 771 were admitted, 430 remained in hospital. 

On April 30, 1952, we had 2,450 applications; 1,232 were determined 
eligible, 1,111 were admitted, and 572 remained. 

As of the first of June, 1952, we had 2,672 applications; 1,288 were 
determined eligible, 1,207 were admitted, 586 were discharged, 621 
remained in hospital. 

Mr. Tuomas. And what hospitals are veterans admitted to. These 
are all Philippine veterans, of course? 

Mr. Corsirr. They are all Philippine veterans; and they are in 
private and provincial hospitals operated, of course, by private con- 
cerns and the Philippine Government. 

Mr. Tuomas. And what is that figure per day per patient? 

Mr. Corsirr. $7.82, and the cost is rising. 

Mr. Tuomas. Is rising—$7.82—is that the prevailing cost for the 
civilians, too, in the Philippines? 

Mr. Corsirr. That is the rate that is charged for all similar care, 
that is charged by the Philippine Government and private institutions, 
for patients receiving the same or similar type of care. 

Mr. Tuomas. Well, does this provide medicine and surgical care 
as well as hospitalization? 

Mr. Corsirr. There is a $5 a day per diem rate, and an extra 
allowance is provided for special drugs and special services. 

Mr. Tuomas. What is the average total cost per day per patient? 

Mr. Corsirr. That’s $7.82. 

Mr. Tuomas. That is included in the $7.82? 

Mr. Corsirr. That is correct. That is included in the per diem 
rate, and the special services and special drugs. 

Mr. Tuomas. What do you mean by special services? If a man 
needs an operation, he gets that too? 

Mr. Corsirr. If he has to have an operation, if there is a consultant 
needed, why, that is paid for extra. The $5 merely includes the 
routine hospital care as provided by the staff. 

Mr. Tuomas. But the entire sum total is not to be in excess of 
$3,285,000 a year? 

Mr. Corsirr. That is correct. 

Mr. Tuomas. What is the average cost of your patients for hos- 
pitalization, medical care, medicine, and everyting else? What 
length of time do they stay in the hospital? 

Mr. Ciark. We have that here in the justification. 

Mr. Wetts. Page 4. 

Mr. Corsirrt. In the justification, it is itemized. 

Mr. Cuark. Top of the page. 

Mr. Corsirr. Yes, that is in the justification. Would you like 
me to read it? 

Mr. Tuomas. Yes. We will put it in the record. Maybe you 
could condense it a little bit. 

Mr. Corsrrv. It is an analysis of patients hospitalized on March 
31, 1952, showing lengths of stay as follows: 

Less than 3 months, 97 were TB patients, 1 NP, 82 G. M. and 8.; 
totaled 180. Mia: ia 
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From 3 to 6 months, 50 TB, no NP, 36 G. M. and S.; totaled 86. 
From 5 to 12 months, 75 TB, no NP, 42 G. M. and S.; 117 total. 
More than 1 year, 93 TB, 5 NP, 34 G. M. and S.; 132 total. 

In other words, the total during that period: 315 TB, 6 NP, 194 
G. M. and §S.; total of 515. 

Mr. Tomas. What was the average cost per case? 

Mr. Corsirr. Mr. Chairman, it isn’t broken down per patient 
during that particular period. 

Mr. Tuomas. Well, certainly the whole cost is not to be arrived at 
by niipiyng the number of days by $7.82, is it? 

Mr. Corsrrr. No, sir. That’s the average cost. Of course, I can 
give you the amount that has actually been expended during the last 
3 years. 

‘Mr. Tuomas. What is the proportion between the relative cost of 
hospitalization—I mean for bed occupancy as such on one side against 
medicine and doctor‘s bills on the other? I will put it in language 
like that. 

Mr. Corsirr. We had a per diem rate of $3 prior to June 30, 1951. 
At that time, the rate was increased to $5 based on cost data sub- 
mitted by the participating hospital. Now the average cost per 
patient today over this given period I don‘t have broken down, be- 
cause it is varied from time to time. 

As I stated, the cost now is averaging about $7.82. 

Mr. Tuomas. How many patients do you intend to have in 1953? 
You have appropriated for this item for 1953—what is that?— 
$1,800,000? 

Mr. Corsrrr. That is right. 

Mr. Tuomas. Well, how many patients are you going to have? 

Mr. Corsirr. 850. 

Mr. Tuomas. That is almost $2,000 a patient, isn’t it? 

Mr. Corsirr. We estimate the cost for hospital care and treatment 
for fiscal year 1953 will be approximately $8.50 per day. 

Mr. Puiuurps. Increased from $7.82? 

Mr. Tromas. That still does not get the job done. Are you figuring 
that on an annual basis of 365 days a vear? Eight dollars plus? 
That would be in the neighborhood of $2,800 then, wouldn’t it? 


CONSTRUCTION COST OF NEW HOSPITAL 


Tell us about your hospital. Are you going to build more than 
one? 

Mr. Corsirr. Only one has been justified up to this time. 

Mr. THomas. What is it going to cost you? 

Mr. Corsirr. $14,400,000 

Mr. Tuomas. Put this table in the record, page 1, Mr. Reporter. 

(The table is as follows:) 


Construction of buildings__-______. Baie Sinya ie ciel meee te ky | 
Fixed equipment ___ ss _ Baa 2 ee snow. -ESOTOlITa 
Initial portable equipment. pea RBS ecw ye reise | Aerie 1h o Ges $24 1, 034, 605 
ESS OSS SOE Doe meee Spe Weal © Paine Pe St Py t Re oe ea 400, 000 


grid er RM ...----- 14, 400,000 


Construction of building will. cost $11 ‘vilkwe. fixed equipment 
$1,070,000; initial portable ae $1,034,000; technical services 
$400, 000. 


Total estimated cost 
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In other words, your equipment in there is going to cost you in 
the neighborhood of $2,100,000, against the total cost of the building 
of about $12 million. Is that correct? And your total authorization 
for the hospital construction then was $22,500,000. So you are 
going to have how much left over? 

Mr. Rockere ter. To date, Congress has only appropriated 
$9,400,000 for the construction of the proposed hospital, as compared 
against the estimated cost based on bids opened in February of 
$14,400,000. 

We estimate that a difference of $5 million will be needed for the 
award of the contract so construction can be started for the hospital 
in Manila. 

Mr. Tuomas. Well, in other words, what it adds up to: You are 
seeking $5,000,000 as a down payment on the cost of a hospital that 
is going to cost you $14,400,000? 

Mr. Rockrre.uer. That is right, sir; to supplement the $9,400,000 
already appropriated. Congress has appropriated $9,400,000. 

Mr. Tuomas. That is right. That was an appropriation of 
$9,400,000. 

ae Rockere.uer. We are asking for a straight $5,000,000 addi- 
tional. 

Mr. Tuomas. Are you going to come back and want that other 
$8,000,000-—$7,000,000, rather? 

Mr. Corpsirr. No, sir. 

Mr. Tuomas. Are you sure about that? 

Mr. Corsirr. Absolutely. As you recall, Mr. Chairman, the first 
appropriation for this was in 1949 at which time the Philippine Gov- 
ernment estimated that they would need a thousand-bed hospital. 
We have found in the last several years that it could not be justified. 


TYPE OF HOSPITAL TO BE BUILT 


Mr. Tuomas. This is a 722-bed hospital made up two floors; is 
that correct? 

Mr. RockEFre.uerR. Yes, sir. It consists of approximately 25 
buildings, two stories average beight, all reinforced concrete, with 
ornamental brick veneer in the panels. 

Mr. Tuomas. Permanent construction, reinforced concrete? 

Mr. RockeFretier. With earthquake design included, as you have 
to deal with earthquakes there. There is nothing fancy in the con- 
struction, and the plans have been screened to VA requirements. 

Mr. Tuomas. That is 25 buildings; and you don’t think you will 
come back and want the remaining part of the $22,500,000 authori- 
zation? 

Mr. Rockere.urr. As we see it now; no, sir. 

Mr. Crark. We can’t see any justification for an additional hos- 
pital, Mr. Chairman. 

Mr. Yares. What is the nature of the construction of your building? 

Mr. RockeFre.iter. The construction is all reinforced concrete 
with ornamental brick veneer. That would be in the side panels 
where you would have a little brick just to break up that plain concrete 
look. 

Mr. Yates. How many floors? 

Mr. Rockere.tuer. Average of two stories. 
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Mr. Yates. Has land been purchased for it? 

Mr. Rocxere.ier. The land has been given by the Philippine 
Government. 

Mr. Yates. What is the nature of the fixed equipment that is in 
your justification on page 1 amounting to $1,070,000? 

Mr. Rockeretier. That fixed equipment is equipment which is 
attached to the building such as elevators, sterilizers, sinks, toilet 
stools, and things of that type. We call that fixed equipment. 

Mr. Yares. Plumbing of various types? 

Mr. RockeFeE.uer. Yes, sir. 

Mr. Crark. The heating plant. 

Mr. Rockere.uEr. The heating plant; yes, sir. 

Mr. Yares. Is medical equipment any part of that? 

Mr. Rockere.ier. Yes, it is a part of it. That is the initial 
portable equipment and supplies. 

Mr. Yates. But that is the second item. Insofar as fixed equi 
ment is concerned though, it just refers to what would ordinarily be 
plumbing or toilet facilities? 

Mr. Rockeretuer. Thatisright. That goes in the structural part. 

Mr. Yares. It should logically be a part of the building cost. 

Mr. Rockere.turrR. Yes. To give you a better idea of fixed equip- 
ment: It is elevators, refrigeration systems, X-ray equipment, nadical, 
dental, and laboratory equipment, dietetic equipment, sterilizers, 
laundry equipment, refrigerators; things of that type. 


Mr. Yates. That is fixed equipment that you are speaking of now? 
Mr. RockeFe.uer. Yes, sir. 


Mr. Yates. And do you have the estimated cost on that? 

Mr. RockeEFELLER. The estimated cost of fixed equipment? 

Mr. Yates. I mean of each of those items that you just read. 

Mr. Rockeretuer. Yes, we have. . 

Mr. Yares. And what is the portable equipment? 

Mr. Rockere.uer. Well, portable equipment briefly consists of 
the initial portable equipment and supplies. That would be things 
that are loose like chairs, beds, medicines, and things of that type—— 

Mr. Yates. In other words, the appropriation of $14,400,000 which 


you seek will present a complete hospital with all facilities including 
medical facilities and supplies? 


Mr. Rockeretuer. That’s right, sir. 
Mr. Yates. How much of that request is made up of medicines? 
Mr. Rockere.uer. I cannot give you exactly for medicine, but I 
can give the equipment and supplies together. The two lumped 
together is $1,034,605. 

Mr. Yates. That is the item in your justification. I wondered 
what portion of it was for medicine. 

Mr. Rockere.uer. That is included in that. 

Mr. Yares. You have no estimate on that? 

Mr. Rockerevier. No, sir. 

Wait just a second, sir; I think maybe I can. 

I’m sorry; I just have the cost of the portable equipment. 


Mr. Yates. I would like to have that furnished for the record. 
Can you do that? 


Mr. RockeEFELueER. Yes, sir. 
(The information requested is as follows:) 
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Estimate for initial portable equipment and supplies 


Pesos 

ERLE ALIA LLES IEE LLL ELLE ER ORIEL 250, 000 
a ee ee oc Locate oe oe 37, 550 
ips IT ee 2 ee 395, 100 
4. Miscellaneous furnishings, dormitories and quarters_________- 55, 000 
5. Office equipment and supplies. _......_.___________- ‘ 104, 500 
6. Medical equipment, supplies, hospital clothing and beddings. a 421, 000 
7. Drugs, chemical and biological products_____________ 34, 000 
8. Surgical instruments and dressings - Bye cg rn RE Sat ae 168, 500 
9. Laboratory equipment and supplies _ 3 WO EERL ‘ ‘7, 000 
10. Dental equipment and supphies__.____________- 27, 000 
11. X-ray equipment and supplies_________- u 8, 500 
12. Dietetic equipment and supplies -_ - - Sih Rl alti LN ige 152, 740 
13. Machine and hand tools___________- i ee peat 38, 150 
Edy Eecvrinn ominmment. 23 Sows eau eo 15, 845 
EB Sere, awe we 6g os i eth ewewd Sa ES Ef 8, 745 
16. Vehicles, machinery and equipment i 188, 000 
r7. Miscellaneous goods____ ann es 43, 930 
18. Miscellaneous articles of value. SS). 17, 850 
19. Metal ores, sheets and plates________- EN PEINA yo Ago ee : 7, 100 
20. Photographic and precision instruments... ___- 48, 700 
sl eine dc. eli sie Be i att ‘ pe, 069, 210 


$1, 034, 605 


Mr. Yates. Where will the materials come from for construction 
of the hospital? Will they come directly from the Philippines or 
will they be imported, or what? 

Mr. RockereLier. Most of this equipment and supplies Gin be 
imported. 

Mr. Yates. What about the construction material? This is a 
concrete and steel building; isn’t it? 

Mr. Rockere.uer. It is a reinforced concrete building. 

Mr. Yarss. Yes. 

Mr. RockeFreLLeR. When we were there in 1949, there was one 
gravel bed in a river which was all that was available that would 
produce decent concrete. The rest was made from lava, which is not 
good. 

Mr. Yares. Will all this be imported from the United States then? 

Mr. Rockere.uer. At the time we were there, the steel from 
Australia had given out, and the outlook was that they would have 
to get it all from the United States. 

Japan has entered into the picture. I heard recently that they 
might get some steel from Japan. 

Mr. Yates. Well, have the costs of freight and transportation been 
included’in this estimate for the materials to go into the hospital? 

Mr. Rockere.uer. Yes, sir; they have; because they are in the 
bid, and the contractor would include those in his bid price, as he has 
to furnish them. 

Mr. Yates. Who is the contractor? Is it an American, or is it a 
Philippine concern? 

Mr. Rockere.tier. The low biddder was a firm by the name of A. 
Dapont Construction Co., Inc., of Waterbury, Conn. 

Mr. Yares. Who conducted advertising for bids? Was it your 
agency ,or was it done by the Philippine Government? 

Mr. Rockrere ier. The Philippine Government. 

Mr. Yares. I notice that this is a hospital for veterans with service- 
connected disabilities. How can you check on TB as being service 
connected? 
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Mr. Rocxere.ier. Well, I might say that when we were there, 
there were 600 cases in another hospital which we will eventually get, 
plus the medical examination and the documents submitted, I assume, 
through claims. 

Mr. Crark. Our rules for making the determination of tuberculosis 
are the same in the Philippine Islands as they are here. 

Mr. Yates. In other words, the rules for the allowance of claims for 
service-connected disabilities will be the same for the Philippine 
Islands as they are in this country? 

Mr. Criark. That is right. 

We maintain an office in Manila, and that office adjudicates claims. 

Mr. Yates. Who will staff this hospital? 

Mr. Corsitt. The Philippine Government. 


Mr. Yates. Do they have enough doctors and nurses in the Philip- 
pines to staff it? 


Mr. Corsirr. They say they do. 

Mr. Yates. Have you checked it? 

Mr. Corsirr. We have within the last 30 days. We have a radio- 

am from the manager of our Manila regional office stating that the 

hilippine Government has assured them they do have sufficient 
technical staff to operate this hospital. 


Mr. Yares. When will this hospital be completed according to 
your estimate? 


Mr.®Rockere ier. Our latest estimate is approximately 3 years 
from the date of the start of construction. 
Mr. Yates. Three years? 
Mr. Rockere.tuer. As soon as the money is made available, we 
will notify the Philippine Government who will award the contract. 
Mr. Yares. Is there any likelihood that the estimated cost for 
construction of this building will not come within the amount that 
ou have stated in your justification? Is the contractor under a 
ond under the terms of your contract? 
Mr. Rockere ier. He is bonded to protect the Philippine Gov- 
ernment. They have to put bonds up with their bid. 
Mr. Yares. For performance? 
Mr. Rockeretier. That is right, and labor and materials. 
Mr. Puiuurrs. This $5 million that you are asking for is not recover- 
able in any manner; it is an outright gift? 
Mr. RockeEFEL_erR. Yes, sir. 
Mr. Paruuips. We get nothing in lieu of it? 
Mr. Rockereuer. No, sir. 


COST OF HOSPITAL CONSTRUCTION 


Mr. Purvis. The general cost of a hospital today where the 
organization, usually a corporation, goes out and buys the land, 
builds the buildings, equips it, and offers it to the general public as a 
hospital, the public to pay for the care they get in it, has been running 
recently over $10,000 a bed. 


You don’t have to buy the land; you equip the building; and your 
cost is running $20,000 a bed. 

Now, I presume a small amount of that is due to the distance to the 
Philippines, and perhaps the cost of construction there; but on the 
other hand, I think vou would have a balancing situation that you 
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probably don’t have to construct quite so costly a hospital as a private 
institution would have to construct. And I think maybe you have 
a little explaining to do as to why it is costing you twice as much as it 
costs normally in this country. 

Mr. Rockers ier. First of all, we checked the Manila regional- 
office manager, and he advised us that the cost per square foot of this 
hospital building involved is in line with the construction costs for large 
buildings recently completed in the Manila area; and the comparison 
of the estimated cost of the Manila hospital with the cost of recently 
constructed VA hospitals indicates that the cost per square foot is 
approximately the same. 

or example, it is estimated that Manila’s hospital will cost $22.42 

per square foot based on bids as compared to a cost in April 1951 of 
$22.04 per square foot for the VA Hospital at Brocketon, Mass. 

Mr. Puruuies. In what year? 

Mr. Rockerevuer. In 1951. That was awarded in April of 1951. 
That is a 958-bed NP hospital which is somewhat similar in design. 
That is why we use this comparison. The Brockton hospital would 
be approximately 5 percent higher today in cost; and, on the basis of 
cost per bed, the Manila hospital is estimated at $18,700 per bed, as 
compared to $19,400 per bed at the VA Hospital at Brockton. 

Mr. Paruurps. All right, now, when you talk of 722 patients— 
service-connected patients—you have no possibilities that 722-patient 
load is going to continue indefinitely. The patients are going to re- 
cover or they are going to die, or in some way they are going to leave 
the hospital. You will have partial recovery. 

It seems to me you are making a rather big hospital on the basis of 
its future need, unless you expect another war. 

Mr. Corpsitr. This, sir, is just a projected estimate on the number 
of patients that will be hospitalized within the next few years. And, 
as you are aware, this is a grant-in-aid; and, as soon as the Philippine 
Government has determined that they would like to use this hospital 
for another purpose, we, of course, will get an agreement authorizing 
them to take it over in its entirety. 

Mr. Puiturpes. Do we get back our $5,000,000? 

Mr. Corsirr. No, sir. It is just a grant. 

Mr. Parurps. Well, it really isnot a VA hospital you are building? 

Mr. Corsirr. Not at all, no, sir. 

Mr. Puruurps. It is a hospital for the Philippines, for any purpose— 
presumably originally for veterans—but eventually for any kind of 
hospital use; and we are contributing $5,000,000 not through a direct 
appropriation but through the Veterans’ Administration funds? 

Mr. Corsirt. This, sir, is a law being administered by the Adminis- 
trator of Veterans’ Affairs under authority delegated by the President 
as authorized in Public Law 865. 

Mr. Cuark. Mr. Phillips, on the top of page 3 in the justification, 
I think there is an estimate showing the anticipated load which you 
just referred to. 

Mr. Puriiips. Yes, but that only runs up, Mr. Clark, to 1954; and 
my feeling is that your peak would come considerably after 1954. 

But, eventually, you would begin to drop off. 

I think you have already answered my question. We have a 
problem in our hospitals of non-service-connected veterans occupying 
space and requiring additional space all the time. But that doesn’t 
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concern you. If it is veteran service-connected or non-service- 
connected, or veteran or nonveteran, that is entirely up to the Philip- 
pine Government. We are just giving them $5,000,000? 

Mr. Corsirt. The Philippine Government is building the hospital, 
and we reimburse them for the cost; and the veterans to be admitted 
are those determined by the Veterans’ Administration to be suffering 
from service-connected disabilities, and to be for the exclusive use 

Mr. Putuurps. Let me put on the record these two questions: 

First, again what is the total cost of this hospital to be? 

Mr. RockEFELLER. $14,400,000. 

Mr. Puiturps. Now, who has put up the $9,400,000? 


Mr. Corsirr. Congress appropriated that. 


Mr. Puiuures. And we are paying the entire cost of this hospital? 
Mr 


. Rockere ter. That is right. 

Mr. Tuomas. Mr. Phillips, you brought out something there I wish 
you would explore a little bit more: that the Philippine Government is 
building this hospital, and the Veterans’ Administration has nothing 
in the world to do with it. 

Mr. Puiuutrs. I think that is clear. The average cost of a hospital 
bed in this country ranges from $18,000 to $20,000 a bed; is that 
correct, gentlemen? 

Mr. Rockeretier. We have built hospitals for under $18,000. It 
has been going up rapidly. 

Mr. Tuomas. What are you paying now? 

Mr. Rockereier. It’s about $18,000 plus. 

Mr. Putturps. You mean for a veterans’ hospital? 

Mr. Cuark. Yes. 

Mr. Tuomas. If you are furnishing the money, and they are 
furnishing the material and the labor on the Philippine hospital; why 
can’t you build it for at least 50 percent less than it is costing to build 
a bed in this country? You are using Philippine labor and material. 

Mr. Puitutes. That is the point that is not quite clear to me: that, 
if this was a private hospital being built in the Philippines, they would 
do it for less than $18,000 a bed. You’re spending $20,000 on this. 

(Discussion off the record.) 

Mr. Puiuurps. They decide the design they want; they decide what 
kind of hospital they want; they decide what they want to use it for; 
they eventually use it not for veterans but for the local patients, 
which is an admirable use of a hospital. I have no objection to that, 
but we are paying the entire cost while the Philippine Government is 
determining how much money is to be spent and how it is to be used. 

And, actually, as the chairman has just brought out very clearly, 
it is not a veterans’ hospital, except in its initial use. Generally, 
it is not a veterans’ hospital. And, when it is a veterans’ hospital, 
you have nothing to do with its administration. Isn’t that correct? 

Mr. Ciark. This all grew out of the theory in someone’s mind 
that those persons who fought with our soldiers and sailors during 
World War II should have some assistance; and the grant in-aid pro- 
posal was made and passed by Congress setting aside the $22,500,000 
for the construction of hospital. 

We entered into an agreement with the Philippine Government 

whereby the plans for such a hospital would be reviewed by our 
engineers and our medical people before we told them—— 
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Mr. Puiuuips. To that extent, then, my statement was not correct. 
Then you did have 

Mr. Cxiark. Something to do with the design. 

Mr. Puitirps. A supervisory approval, shall I say; you had ap- 
proval, and perhaps a veto power on the design? i: 

Mr. Cuark. That is correct. 

After the plans and specifications had been reviewed and agreed to 
by ourselves as well as the Philippine Government, the Philippine 
Government advertised for bids; and, as Mr. Rockefeller has just 
explained, the low bid was submitted by a company in Connecticut. 
But the low bid for the construction and the equipment is $5,000,000 
Mtg we had appropriated for the hospital. So, we are coming 
back. 

Mr. Yares. $5,000,000 more or less? 

Mr.  eneuae The bid was $5,000,000 more than had been appro- 
priated. 





BREAKDOWN OF ESTIMATED HOSPITAL COST 


Mr. Yates. What portion of the cost is made up in transportation 
costs? Have you any idea? 

Mr. Crark. I do not. 

Mr. RockKeFre.ier. Sir, you cannot tell, because on a competitive 
bid of this type the transportation is absorbed and included in the 
bid cost by the contractor. These costs are not broken down. 

(Discussion off the record.) 

Mr. Puiturps. Now, I come back on the record again to ask you, 
following out the chairman’s questioning on this matter, about this 
cost of $7.82 and this $8.50. 

You said, if 1 understood you correctly, that you made that up by 
consulting the various private institutions and finding about what it 
costs them on a per diem basis. But anything in the way of an 
average on running a hospital is not always favorable to the institu- 
tion. One institution may have said it cost them not $5 but $4, and 
another may have said it cost them $6. If you give them an average 
of $5, one institution gains a dollar and the other loses a dollar per day. 

Do you therefore have a flat $5 per diem for all institutions, or do 
you pay them on the basis of their estimate of cost, which only averages 
$5 on your books? 

Mr. Corsirr. They have a straight $5 base per diem rate for all 
hospitals. 

Mr. Puituirs. That doesn’t appeal to me as being very business- 
like; but maybe it is satisfactory. It is certainly satisfactory to the 
institution operating on a $4 basis, if there were such an institution. 

Mr. Corsirr. May I say, sir; that we have in our regional office in 
Manila a doctor whose duties include the inspection of all these 
hospitals in which these patients are receiving care. And he has 
assured us that they are receiving adequate care and that the cost 
is reasonable. 

Mr. Yates. The cost of what is reasonable? 

Mr. Corairt. Care. 

Mr. Puruurps. Per diem care of a patient; that is, the cost to the 
United States of the care of these patients for which we now make an 
allowance of $5, which I presume we are raising to $5.50 or some- 
thing—$6. 

Mr. Corsirt. It is increasing; yes, sir. 
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PERMANENT NATURE OF THE PROPOSED HOSPITAL 


Mr. Corton. This construction, in every way, is just as permanent 


and complete as the new veterans’ hospitals you are building in this 
country? 


Mr. Cuiark. That is correct. 

Mr. Corron. And I suppose that, as far as the medical care of these 
Philippine veterans are concerned, a slightly less expensive and less 
permanent construction would enable them to receive approximately 
the same care over the next few years; is that right? 

Mr. Crark. I think it would be safe to assume that that is correct, 
Mr. Congressman. 

Mr. Corron. The only thought I have in the back of my mind is 
this: I assume that you have appraised the whole situation and are 
bearing in mind that this hospital is being built in an area in the world 
where anything can happen; that we may be building extremely good 
construction for our Communist friends to enjoy at some future time 
if they should take over either by infiltration or conquest. 

Is that taken into consideration in the policy of building elaborate 
and permanent construction? 

Mr. Cuark. I think not, Mr. Congressman. 

The Veterans’ Administration finds itself in the position in con- 
nection with this construction of merely being an agent to try to see 
that we don’t go too far in the wrong direction. 

Whether we have gone too far is something that I could not discuss 
or debate with you, because J am neither an engineer nor a doctor. 

Mr. Corton. In other words, you felt it was your duty to give 
them the same type of hospital you build for yourselves? 

Mr. Crarx. We tried to do that and still eliminate some of the 
frills that we may have in our own institutions. 


COST OF HOSPITAL CONSTRUCTION 


Mr. Tuomas. Major, the committee is concerned with just one 
big major factor here. We don’t want to see you go over there and 
build something that is going to fall down before you get it completed. 
Neither do we want to see you waste any money. The accepted 
figures in this country on building our own veterans’ hospitals— 
I know that this is not a veterans’ hospital, but ostensibly it is—costs 


you from $18,000 to $20,000 to build, a bed. That is correct, is it 
not? 


Mr. Cuiark. That is correct. 


Mr. THomas. Well, why can’t you build that hospital for 50 per- 
cent less over there? You are using Philippine labor and I presume 
you are using Philippine cement, Philippine brick, and you are using 
most of Philippine material, with the exception of perhaps your 
equipment and your laboratory instruments and so forth and so on. 

You are going to bring perhaps your plumbing from this country 
and you are going to take your heating apparatus and maybe your 
elevators, if you have any. 

So, percentagewise, what part of your equipment in the construction 
of this hospital are you buying in the Philippines, and what part are 
you buying in the United States and transporting over there? 

What is your labor scale; how does it compare with the labor scale 
in this country, and generally—I’m asking you about 99 questions 
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here—what degree of care has the Veterans’ Administration used in 
their construction division in comparing the cost in this country with 
the cost in the Philippines to see that these bids are right? ~ 

Mr. Crarx. A lot of these questions are directed right at construc- 
tion, Mr. Chairman, and Mr. Rockefeller is in charge of our Construc- 
tion Division. And if I’m not mistaken, I think there was one or two 
bids from Philippine companies. 

Mr. Rockere.uEr. One of the two bids was from a Philippine 
company. 

There was a bid by a company or organization in Manila who said 
they would build it for $18,812,000. 

I think maybe I could clear up some on that, because when we were 
there in 1949, the chaos of war and destruction was still prevalent not 
only in the government but in the people. 

Everything at that time was “get what you can for it.” There 
was no stabilization. Credit was very poor. For that reason, when 
this 9,400,000 was submitted by the Philippine Government, they 
stated that it was incomplete, that it was just based upon the best 
figures they could get together. 

And since that time, stabilization has started in there. They have 
repaired their buildings; labor has become organized; and they are 
getting their wages stabilized. 


LABOR COSTS 


Now, for instance, in 1949, unskilled labor was getting 3% pesos a 
day or $1.75 when I was there and they were working long hours. 
We saw some jobs, and they were always going when we were there. 
Now, they are getting $2.50 or 5 pesos. So you see things have become 
organized. 

Mr. Tuomas. Is that a day? 

Mr. RockeFrecierR. Yes, they are getting $2.50 a day. 

Mr. Tuomas. Unskilled labor gets 90 cents to $1.10 an hour here. 

Mr. Rockerre.uer. They receive $2.50 a day, and their hours are 
now set instead of working 12 and 14 hours. 

Mr. Tuomas. Unskilled labor still gets about 35 to 40 percent of 
what they get in this country, then. Now, what about your brick- 
masons and your carpenters and your cement people and your plumb- 
ers and so forth. What is the wage scale for the cement man and for 
the brickmason and for the carpenter? 

Mr. Rocxere.uer. Skilled rates have gone up approximately 42 
percent to 50 percent. And in comparison, I think that unskilled 
labor has gone up the same percentage. 

Mr. Tuomas. Well, there’s still just about 40 percent of the cost 
in this country. 

Mr. Rockereurr. | beg your pardon. 

Mr. Tuomas. Is it still, as of today, about 40 percent of the cost of 
labor in this country? 

Mr. Rockere.uerR. Well, that would be a minimum. 

Mr. Tuomas. Well, don’t you have some information, Mr. Rocke- 
feller? Don’t you have some accurate information, there? 

Mr. Rocxere.uer. I have this: that the cost of wages have gone 
up approximately 50 percent from 1949. 
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Mr. Tuomas. What do they pay a brickmason in the Philippines 
today? If your common labor, you say, is $2.50, what do you pay 
a carpenter; what do you pay a pipefitter 

Mr. Rockere._er. A carpenter in 1949 averaged 10 pesos a day— 
that’s $5. That’s a first-class carpenter; so, it would be $7.50 mini- 
mum now. A second-class carpenter would get $4 or 8 pesos a day. 

Mr. Tuomas. What about a brickmason? 

Mr. Rockereuer. | don’t have it for brickmasons. 

Mr. Tuomas. Is that based on an 8- or 9-hour day? 

Mr. Rockeretuer. That, I can’t tell you, because the contractor 
figures that time in his estimate. If he has to work overtime, like 
to finish pouring concrete, he works overtime. 

(Discussion off the record.) 





BREAKDOWN BETWEEN LABOR AND MATERIAL COSTS 


Mr. Tuomas. What percentage would you assign to equipment 
and what percentage to labor—what percentage of this bid? 

Mr. Rockere.ier. That would break down into approximately— 
I would say 52 percent materials and 48 percent labor. 

Mr. Puiuures. Say the labor percentage again. 

Mr. Rockere.iter. About 48 percent. That is purely an estimate, 
because in the taking of the bids, the contractors do not declare the 
percentage of labor or material; they say they will build it for so much 
money. 

And we take the low bid. It is an open competitive bidding process. 
So the prices of equipment and labor and where they are going to 
get materials from are not specified at all. 

Now, we do know that while these invitations for bids were in 
circulation, that there was a considerable interest among the equip- 
ment suppliers in the United States; and we referred them to the 
Philippine Embassy. 

Mr. Tuomas. Well, now, all of your initial portable equipment and 
your fixed equipment which will total 2,100,000, we assume that it 
was bought in the United States; is that correct? 

Mr. Rockere.uer. | would say that is a fairly good prediction. 

Mr. Tuomas. You don’t know, though. 

Mr. Rockere ier. That is right. 

Mr. THomas. What part of the material that goes into the con- 
struction part of the building which will cost in the neighborhood of 
$11,895,000 will be purchased in the Philippines, and what part in 
the United States? 

Mr. Rockere tier. That, of course, is hard to say, because the 
man that bid this job did not specify such information in the bid. 
He is not required to specify where he would buy it. He would buy 
it at the lowest possible cost. 

Mr. THomas. Well, it is a fair assumption that he will buy Philip- 
pine cement, he will buy Philippine blocks, Philippine lumber, Philip- 
pine lime, and whatever steel he can get there. 

Mr. Rockxeretuer, | think he will have to go out to buy quite a 
bit of cement, because of the shortage there. The rehabilitation work 
that is still going on, as I saw it, is a tremendous drain on what 
resources there are in the Philippines—particularly around the Manila 
area. 
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I discussed over there with the Bureau of Public Roads the question 
of gravel and sand; and there is only one place—in a river bed—where 
they could get it. 

Mr. Tuomas. Mr. Rockefeller, is the general proposition that if it 
costs you $18,000 to $20,000 to build the same or similar type of bed 
in the United States, doesn’t your good old common horse sense, of 
which you have an abundance, dictate to you that that cost—the 
same cost in the Philippines is too high in view of the wage scale, 
which is about 40 percent of what it is in the United States. 

Mr. Rockere.ier. On the other hand, though, the materials and 
equipment purchased here and shipped to the Philippines costs much 
more than it costs us here, based on and influenced also by credit which 
adds an additional cost, plus the general increase in cost of materials 
and equipment in this country, which is, again, superimposed on the 
equipment that is purchased here and shipped over there. 

Mr. Tuomas. Well, your equipment cost though, as such, is only 
one-sixth of the total cost of your building. 

Mr. Rockere.ier. Yes, but when you go back into the construc- 
tion of the main buildings, which was estimated at $11,895,000, a cer- 
tain percentage of that, such as construction steel, plumbing fixtures, 
pipe, and cement, the contractor has to go outside of the Philippines 
to buy. 

Now, I put that at 52 percent materials and 48 percent labor. 

Mr. Tuomas. Well, that comes back to the question we asked a 
while ago. What part of your total equipment that goes into the con- 
struction of your building, excusing your $2,200,000 worth of other 
fixtures, will be bought in the United States and what part will be 
bought in the Philippines? 

Mr. RockeFre.uer. I[ would have to guess, but I would say approx- 
imately all of it. There is no steel in the Philippines. There is no 
steel manufactured there. So, anything that contains any metal is 
going to have to be purchased outside. That includes nails and pipe 
and brass and copper. There is nothing manufactured—or there was 
nothing manufactured of this type when we were there. 

Now, that leaves you just the labor—the 48 percent— 
which is 5 million. Now, labor is rising right along. 

Mr. Tuomas. How do you arrive at this figure of 5 million in view 
of the fact that 2 years ago your estimate was 9,400,000 

Mr. Rockere.ier. Well, as I have previously stated, the 9,400,000 
estimate was submitted by the Philippine Government. And at the 
time of submission, January 1949, the Philippine Government 
indicated that it had no experience in hospital construction according 
to modern standards, and that due to the shortage of time, it was 
submitting estimates based on incomplete data. That was pointed 
out by the VA to the Bureau of the Budget in submitting the Philip- 
pine Government’s request for an appropriation of $9,400,000. 


EVALUATION OF ESTIMATED COST 


Mr. Tuomas. Major, let me suggest to you that we hold this item 
in abeyance. You send Mr. Rockefeller and these experts back over 
there; let them figure out the cost and get the details of this in good 
shape; and when you do that, you will find that you are going to want 
to readvertise this thing. 
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There is at least $2 million or $2% million worth of water in here. 

Mr. Crark. In connection with your remark, Mr. Chairman, I 
want to make it plain, because of the question directed to us a while 
ago, that no part of the $9,400,000 has been obligated or spent. 

When the bids were received, we discovered that we could not build 
the hospital with the money available, so we asked for the $5 million. 

Mr. Tuomas. We understand, 

Mr. Crark. Now, to follow your suggestion, I’m sure Mr. Rocke- 
feller would be delighted to get another trip to the Philippine Islands. 

I am not saying this in opposition to your thought, but we may find 
that prices have gone up by the time we get around to it again. 

Mr. Tuomas. It works both ways? 

Mr. Crark. Yes, sir. 

(Discussion off the record.) 

Mr. Tuomas. The way I feel, I feel that you have a million or $2 
million worth of water in here. I may be wrong about it. I’m no 
construction man, but when your labor bill is only 40 to 50 percent. at 
most of what it is in this country and half of your entire construction 
cost with reference to the $12 million item—and that is the construc- 
tion of the 25 buildings, that is, labor cost—it appears to me you have 
some water in there by a million or a couple of million dollars. 

Mr. Rockereter. Sir, | might say in this respect that we have a 
man in the Manila office, Colonel Thompson, who is the representative 
of the Veterans‘ Administration there in connection with the construc- 
tion of this hospital. 

He has gone into that part of it, and his report indicates that that 
bid is fair and equitable. 

Mr. Corsirt. He is a construction engineer. 

Mr. Rockeretier. He is a construction engineer, and has been a 
contractor in his own name. 

Mr. Tuomas. Well, the information that you have been able to 
give us—maybe if vou go back and consult your files here and break 
down these labor costs and these material costs a little bit more in 
detail, it might be very beneficial to everybody concerned. 

Mr. Criark. I am told, Mr. Chairman—and I can’t vouch for this 
statement—that the labor, either skilled or unskilled, in the Philip- 
pine Islands, does not produce much more than half as much as the 
same kind of labor in this country produces. 

I don’t know whether that is fact or fiction. 

Mr. Rockere ter. Of course, construction methods are the con- 
trolling factor. For instance, we saw concrete being poured with pails 
which we would pour with a crane and a 1-yard bucket by the chute 
method. 

Mr. Tuoomas. What is the gentleman’s name over there? 

Mr. Rockeretiter. Thompson. Colonel Thompson. 

Mr. Tromas. What is his background? 

Mr. Rockere.tuer. He is a former contractor in his own name. 
He is 60, I believe, sir. 

Mr. THomas. How long has he been with the Veterans’ Adminis- 
tration? 

Mr. Rockere.urr. Just for this job. 
Mr. Tuomas. Where is he from? 
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Mr. Corprrr. Kansas City. He is a retired construction Army 
engineer. 

Mr. THomas. Army engineer? 

Mr. Corsirr. Yes, sir. He is now employed at the Manila 
regional office. 

Mr. Tuomas. How long has it been since you talked with him 
personally? 

Mr. Corsrrr. He was over here last summer. 

(Discussion off the record.) 

Mr. Tuomas. Gentlemen, wouldn’t it help matters if you were to 
bring the colonel over here and bring the full committee? 

Mr. Partuures. I think that on this side we just cannot figure the 
way they do. I think that is the chairman’s trouble. 

If you take 722 beds and multiply it by $18,000 a bed, which I 
think is high—we have been building bospitals in California for less 
than that, and they are good hospitals—that gives you $12,900,000— 
say $13 million, it’s so close. 

You say 48 percent of that is labor, and I say, well, 45 percent. 

And then of the 45 percent that is labor, the chairman says that 
half of that—that we could reduce it 50 percent. So, 1 would reduce 
it 40 percent. And, allowing all of that, I still cannot get over $11 
million to build a hospital in the Philippines. 

Mr. Rockeretier. Well, in addition to that, sir, you didn’t add 
the initial portable equipment and supplies. 

Mr. Puruures. I added everything you have down here. 

Mr. Rockeretter. All right, sir; but I mean that is in addition 
to the structure itself. 

Mr. Puriures. We are equipping and furnishing a hospital. 

Mr. Rockeretier. That is right. 

Mr. Puiturps. For $18,000 a bed; and you want 14 million; and I 
don’t see how—fourteen million four—and I don’t see how you can 
get a nickel over 11 million unless there is something in the geo- 
graphical location or in your-—— 

Mr. Rockere ier. Well, this includes design, sir, of the hospital, 
too. That is a total bill. 

Mr. Puatiurps. We build a hospital on the basis of so much per 
bed, complete, laid down, finished. 

Mr. Anprews. On 12 thousand? 

Mr. Puiurps. I thought 10 was terrible. And when it went up 
to $12,000 a bed, I had high blood pressure. Then it got up to 15. 
I’m giving you 18 on the chairman’s suggestion; and, even at 18, 
you can’t spend over $11 million. 

Mr. Rockere.uer. I want to answer the chairman, if I may, one 
question off the record. 

(Discussion off the record.) 

Mr. Tuomas. Are there any further questions, gentlemen? 

Thank you very much; and we'll be seeing you. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
Tvurspay, JuNE 10, 1952. 


ALTERATIONS, EXECUTIVE MANSION 


WITNESSES 


LORIN A. DAVIS, CHIEF, ADMINISTRATIVE DIVISION, NATIONAL 
CAPITAL PARKS 


H. G. CRIM, CHIEF USHER, WHITE HOUSE 


Mr. Tuomas. We have the Chief of the Administrative Division of 
the National Capital Parks, Mr. Davis with us, and Mr. Crim the 
chief usher of the White House on an item here of $50,000 as con- 
tained in House Document No. 492, looking toward alteration and 
redecoration and so forth, of the Executive Mansion for the new 
president who will occupy it in January of 1953. 

Mr. Corron. Can’t we wait until we see who he is? 

Mr. Tuomas. Can you tell us about this right quickly? 

Mr. Crm. Mr. Chairman, several weeks ago, President Truman 
called me in and asked me what had been done with reference to this 
extraordinary appropriation. I bad to relate that nothing had been 
done. And he directed me to initiate action which he hoped would 
result in the Congress doing the same thing for his successor, as gen- 
erally Congress have done for their predecessors. 

Mr. Tuomas. It is a courtesy to the incoming President whoever he 
happens to be? 

Mr. Crim. We don’t know who the President. will be. 

Mr. Tuomas. Certainly you couldn’t spend $50,000 on that brand 
new building for anything, could you? 

Mr. Crim. Mr. Chairman, we are mindful of the recent renovation. 
“et are looking to the future. We don’t know who the President will 

e. 

Mr. THomas. Suppose we let it stand at that and whatever he 
wants to do with the White House, we will supply the money when he 
makes up his mind. 

Mr. Crim. If I may just take a minute longer to relay the President’s 
wishes in the matter, it may be that he has in mind after the election 
calling in his successor and showing him around. 

As I say, he may have a larger family than President Truman or 
there may be conditions that he would like to correct, and it may be 
by having the money appropriated and available for expenditure those 
things could be done before the new President comes in, and he would 
not be inconvenienced by having the painting and all that done later. 

Mr. Tuomas. It looks like we are going to be here a long time. 
You tell the President that he has a good idea and that when the new 
President comes in, he can do the job to suit his own taste. 

Mr. Putuuirs. If the President wants some money quickly to fix up 
the White House he could get it out of the emergency fund. 

Mr. Tuomas. Seriously, if the new President wants to take it out 
of the emergency fund—— 

Mr. Puiuurrs. I think it could be taken out of the emergency fund. 

This is not a precedent, as you suggested, when you landed me 
this sheet of paper. This says: 
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The following indicates the appropriations made for similar purposes in recent 
years: 
ce hile Seta eM hed pai et toate ae gas ie  Se ae ae ool oe $50, 000 
Then only 3 years later another $50,000. Then 7 years later another 
$50,000. Then 2 years later another $50,000. Four years later, 
another $50,000. The 5 years later, another $50,000. 

Where is there any precedent? The time between precedents 
does not even divide by 4. 

Mr. Tuomas. I do not think we want to embarrass the new President. 

Mr. Crim. We injected a few additional words in here. The 
White House Office—he may need new drapes on his windows. 

Mr. Puituirs. Before you get away, observe this: Coolidge came 
in on bis own power in 1924, and Hoover came in on bis own power 
in 1928, and then Roosevelt came in in 1932, and Truman took over 
in 1945, and was reelected in 1948. That is five. Your list adds up 
to six. Why not use one of those appropriations you have and ap- 
parently didn’t know what to do with? 

Mr. Crim. That money is already spent, sir. 

Mr. Putuuips. It was not spent for the purposes for which you 
requested it, on the basis of the number of Presidents. 

ave we had a President in there that I did not know anything 
about? 

Mr. Crim. No, sir, none; but I think we have a break-down. 

Mr. Puiuuires. That is the same one I am reading from; is it not? 

Mr. Crim. In 1946 we got $50,000 from the Congress, and $37,000 
was spent for painting and furnishing, about $10,000, making a total 
of $50,000; it is always spent for that purpose. 

Mr. Puitiips. You take our respectful regards to the President 
and tell him we think this would be an excellent thing to use his 
emergency fund for. 

Mr. Tuomas. Thank you very much. It was nice of you to come 
to see us. 


Turspay, JUNE 10, 1952. 
DEPARTMENT OF COMMERCE, MARITIME ACTIVITIES 


Maritime ACTIVITIES 


WITNESSES 


VICE ADM. E. L. COCHRANE, CHAIRMAN-ADMINISTRATOR, MARI- 
TIME ADMINISTRATION 

RICHARD A. SPENCER, BUDGET OFFICER 

H. E. STEFFES, CHIEF, OFFICE OF PROPERTY AND SUPPLY 

CHESTER A. HOLDEN, BUDGET AND MANAGEMENT EXAMINER, 
OFFICE OF THE SECRETARY 


Mr. Tuomas. We have here with us Vice Adm. E. C. Cochrane, 
Chairman-Administrator, Maritime Administration; Mr. Spencer, 
budget officer; Mr. Steffes, the Chief of Property and Supply; and Mr. 
Holden, budget and management examiner. You are appearing in 
connection with the estimates contained in House Document No. 470. 

I believe you want a couple of hundred thousand dollars, Admiral. 
You are interested in getting plans drawn up by the Corps of Engi- 
neers to reactivate the yard in Wilmington, N. C. Just the plans; 
they do not reactivate it; they just get the plans? 

(The justification is as follows:) 
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MARITIME AcTIVITIES 
SHIP CONSTRUCTION 


Not to exceed $200,000 of the unobligated balance of the appropriation and con™ 
tract authorization made available for the fiscal vear 1951 under the head “Ship 
construction’’, in the Second Supplemental Appropriation Act, 1951, and extended 
for the fiscal year 1952 by the Supplemental Appropriation Act, 1952, shall 
remain available during the fiscal vear 1953. 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To continue the availability of $200,000 of the unobligated balance of the 
1950-52 “Ship construction’’ appropriation for obligation in fiscal year 1953. to 
provide additional time for the Army Corps of Engineers to complete detailed 
engineering plans and specifications for the modernization of ship ways and 
facilities of the Wilmington (N. C.) Reserve Shipyard. 


JUSTIFICATION 


Public Law 911, Eighty-first Congress, provided authorization for the construc- 
tion, activation, acquisition, and expansion of plants or facilities on land whether 
owned by the Government or otherwise owned for the construction of ships. In 
this connection the Maritime Administration has had under negotiation with 
the Army Corps of Engineers for some time a project for development of detailed 
plans and specifications for the modernization of the Wilmington (N. C.) Reserve 
Shipyard. All required clearances have recently been obtained and transfer of 
funds made to the Corps of Engineers to cover the cost of this work. The Corps 
of Engineers have advised that it would not be possible for them to complete 
the work by June 30, 1952, and that they would be required to ineur obligations 
in fiscal year 1953 under this project. 

When prepared, these plans for enlarging of ways and other facilities at the 
Wilmington (N. C.) Reserve Shipyard will also be adaptable for use at other 
similar vards to build the larger tvpe of merchant vessels planned for construction 
in the event of emergency mobilization. In such an event the existence of these 
plans will speed the reactivation of these reserve shipyards by approximately 
6 to 8 months. In order that this work may be completed, it is necessary to 
request the extension through fiscal year 1953 of the availability of not to exceed 
$200,000 of funds now available for this purpose. 


MARITIME ACTIVITIES 
WAR SHIPPING ADMINISTRATION LIQUIDATION 


The appropriation made available under this head in the Independent Offices 
Appropriation Act, 1953, shall be available for the payment of obligations incurred 
against the working fund titled ‘‘Working fund, Commerce, War Shipping Ad- 
ministration functions, December 31, 1946.” 


War SHIPPING ADMINISTRATION LIQUIDATION 
JUSTIFICATION 


F In order to eliminate the necessity for a large amount of auditing and account- 
ing of transactions aggregating in excess of $2,200,000,000, it was proposed and 
the Congress approved through enactment of the Second Supplemental Appro- 
priation Act, 1950 (Public Law 430, approved October 28, 1949) the following: 

(a) Rescission of $30,500,000 and $800,000, respectively, from working fund 
titled ‘“‘Working fund, United States Maritime Commission’ (new symbol and 
title 133917 “Working fund, Commerce, Maritime Activities’) and ‘Working 
fund, United States Maritime Commission, War Shipping Administration Func- 
tions, December 31, 1946” (new symbol and title “133927 Working fund, 
Commerce, War Shipping Administration functions, December 31, 1946’’). 

(b) Waiver of claims between Departments of the Navy, Army, and the Mari- 
time Commission applicable to the above working funds. 

(c) Remaining balances of $107,254.29 and $34,855.01, respectively, were 
continued available to June 30, 1950, for payment to other than Government 
agencies on account of obligations properly incurred against the above working 
funds. 
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During the past 4 years the Maritime Administration has been making every 
possible attempt to liquidate a sizable backlog of wartime claims. In the process 
of settlement some claims have developed that should have been payable from 
the above working funds had the remaining balance not previously been rescinded. 
The General Accounting Office has recently advised that it has issued certificates 
of settlement against symbol 133927 “Working fund, Commerce, War Shipping 
Administration functions, December 31, 1946’’, totaling $3,478.58. There are 
no funds remaining in the working fund for the payment of these claims. Ac- 
cordingly, the proposed appropriation language is intended to provide for the 
payment of these claims, and any other subsequent claims chargeable to subject 
working funds, from appropriation “Liquidation of War Shipping Administra- 
tion obligations, Treasury Department.”’ 


PLANS FOR SHIPYARD REACTIVATION 


Admiral Cocurane. That is correct, Mr. Chairman. 

Actually, we have attempted, in working out this job since we first 
started to make the plans, to have them developed not only for 
the reactivation of the Wilmington yard but so that they will be 
applicable also as a sort of standard plan for other yards. 

Mr. Tuomas. And this is just an emergency measure so as to have 
it ready in case you need it? 

Admiral Cocurane. That is correct. No construction work to be 
started unless something else turns up. 

Mr. Tuomas. Admiral, we have just one question. 

You have a fine group of engineers over there. Why can’t these 
gentlemen do this work? 

Admiral Cocurane. Well, this is a civil-engineering job, Mr. 
Chairman. It involves the design of concrete structures, the rearrange- 
ment of craneways, railroad tracks, highways, and so on. 

But it must be done in consultation with naval architects and 
shipbuilders. The yard ultimately will be a shipbuilding activity, 
but this is the sort of construction work which civil engineers always 
handle. And the Navy itself even has used outside contractors, and 
outside assistant engineers, to do such work. 

Mr. Tuomas. And this $200,000 is an estimate submitted to you 
by the Corps of Engineers? 

Admiral Cocurane. Yes, sir. 

Mr. Tuomas. There is another item here. 


WAR SHIPPING ADMINISTRATION LIQUIDATION 


I’m not clear on this “‘War Shipping Administration liquidation” 
where it says here: 

The appropriation made available under this head in the Independent Offices 
Appropriation Act, 1953, shall be available for the payment of obligations in- 
curred against the working fund titled ‘‘Working Fund, Commerce, War Shipping 
Administration Functions, December 31, 1946.” 

I remembered we transferred to the Treasury that old working fund. 
That was done 2 or 3 years ago and made claims against that fund 
payable out of that, subject to the approval of the Comptroller 
General. 

When was this working fund set up here—this War Shipping 
Administration fund—and by virtue of what authority was it set up? 

I understand you have about eleven and a half million dollars in it. 
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Admiral Cocurane. The working fund from the Navy was estab- 
lished in 1946. There is no balance in it. That is why we request 
authority to pay these claims out of another fund. 

Mr. Tuomas. And you want to transfer out of the other fund 
$3,478.58. 

What is the amount of money in that old War Shipping Adminis- 
tration? 

Admiral Cocurane. The best figure we have, shows $114,000,000. 

Mr. Putuuirs. Don’t we ever get through liquidating these 
agencies? 

Admiral Cocurane. Mr. Phillips, we thought these things were all 
cleaned out or turned over or forwarded to the General Accounting 
Office in—oh, I don’t know how long ago. And GAO came back in 
February of 1952 with the advice that there was no money left in this 
Navy working fund to pay these claims. 

We had understood originally that this working fund, “‘Commerce, 
War Shipping Administration function,’ would carry over and be 
available for all this. 

But the General Accounting Office advised us that is not the case, 
and that we would have to get a deficiency appropriation from Con- 
gress. Instead of requesting a new appropriation we are merely 
ie authority to pay these claims from another liquidating 
und. 

Mr. Tuomas. Well, let’s turn back to independent offices now, 1953, 
and let’s read: “shall be available for the payment of obligations.” 
Where is the language in the 1953 bill? 

Now it says: 

The War Shipping Administration liquidation: the unexpended balance of the 
appropriation to the Secretary of the Treasury in the Second Supplemental 
Appropriation Act, 1948, for liquidation of obligations approved by the General 
Accounting Office as properly incurred against funds of the War Shipping Admin- 
istration prior to January 1, 1947, is hereby continued available during the current 
fiscal year. 

In other words, you’ve got two funds here, haven’t you? 

Admiral Cocurane. There were, as | understand, three funds. 
One was the working fund, Commerce, maritime activities established 
by the Navy for repair and conversion of ships. The other one is the 
working fund, Commerce and War Shipping Administration functions, 
established by the Navy for degaussing and the installing of effective 
defense equipment on ships. These claims are properly chargeable to 
the second one. 

Mr. Tuomas. Well, weren’t both of these funds covered into the 
Treasury? 

Admiral Cocurane. They were both converted into it, and the bal- 
ances were rescinded. And this new fund, liquidation of war shipping, 
was created and made available for payment of claims arising from 
operations financed by our own funds, not Navy funds. We had hoped 
these claims would be paid from this new fund, but the General Ac- 
counting Office has advised us in this connection by letter as follows: 

You are advised that the appropriation for liquidation of the War Shipping 
Administration obligations has never been considered available to liquidate the 


obligations against these working fund accounts involving advances received from 
other Government agencies. 
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This practice was clearly recognized when the Congress went in the 
act of title ITI, Public Law 430, approved October 28, 1949, sixty- 
third statute. 

Mr. Tuomas. How much money is left in these two funds? 

Admiral Cocurane. Well, of the two old Navy working funds the 
one, Commerce and War Shipping Administration functions was 
chargeable with these claims. 

Mr. Tuomas. That is all used up? 

Admiral Cocurane. That’s right. It is zero; no balance. 

Mr. Tuomas. What fund has some money in it? 

Admiral Cocnrane. That is the liquidation of obligations, War 
Shipping Administration, which has a balance, according to our 
information, of $114,000,000. 

Mr. Tuomas. How much? 

Admiral Cocuraner. A hundred and fourteen million. 

Mr. Txomas. What did you anticipate you would spend in 1953 
out of that fund? 

Admiral Cocurane. We anticipate spending about $11,000,000 in 
1953. We spent about $13,900,000 in 1952. 

Mr. Tuomas. And you think there is still remaining in there about 
$114,000,000? 

Admiral Cocurane. Yes, sir. 

Mr. Tuomas. Thank you, very much. 


GENERAL SERVICES ADMINISTRATION 
Hospirant Factuiries IN THE District or COLUMBIA 


WITNESSES 


W. E. REYNOLDS, COMMISSIONER OF PUBLIC BUILDINGS 

H. G. HUNTER, DEPUTY COMMISSIONER OF PUBLIC BUILDINGS 

W. MEADE KELLER, REGIONAL COUNSEL, REGION 3 

D. E. A. CAMERON, DIRECTOR, BUDGET DIVISION, GENERAL 
SERVICES ADMINISTRATION 

J. E. STRAWSER, BUDGET REPRESENTATIVE, PUBLIC BUILDINGS 
SERVICE 


Mr. Tuomas. Come in, gentlemen, and have a seat. 

With us this afternoon we have our distinguished friends, Mr. W. E. 
Reynolds, Commissioner of Public Buildings; Mr. H. G. Hunter, 
Deputy Commissioner; Mr. W. Meade Keller, regional counsel, 
region 3; Mr. D. E. A. Cameron, Director, Budget Division, General 
Services Administration; and Mr. J. E. Stawser, Budget Representa- 
tive, PBS. 

You are appearing in connection with an estimate for $11,400,000 
as contained in House Document No. 467, to implement the act of 
October 25 of last year which implemented the old act of August 7, 
1946, where you had an authorization of $35,000,000, if remember 

Mr. Reynotps. Thirty-five million, to establish a hospital center. 

Mr. Tuomas. And heretofore we appropriated $2,200,000 cash and 
have given contract authorization of $19,500,000. 

Then Congress authorized $14,400,000 to take care of all the 
agencies in the District of Columbia, private agencies, but within the 
total authorization of $35,000,000; is that correct? 
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Mr. Reynotps. That is correct. 

Mr. Tomas. It is on a 50-50 basis? 

Mr. Reynotps. That is right; and the District of Columbia is to 
repay the Federal Government at the rate of 3 percent per year for 
half of the contribution that the Federal Government oan: 


HOSPITAL CENTER IN THE DISTRICT OF COLUMBIA 


Mr. Tuomas. All right. Tell us about the contract authorization 
and $2,200,000 in cash. What has happened to that? 

Mr. Reynotps. The project has been held up for better than 4 
years on account of the location, primarily. For a long time we 
expected to build out at Observatory Circle. There was an attempt 
to move the Naval Observatory and to vacate the property. We were 
holding progress on this job until that site could be vacated. 

The move has been abandoned. So, more recently we have taken 
property at the south end of the Soldiers’ Home for this project. In 
the meantime, the three participating hospitals, which are Emergency, 
Episcopal, and Garfield, have entered into contracts between them- 
selves for the operation of a hospital center. That was a prerequisite 
before we can proceed with any drawings or specifications. That has 
just been completed and we are now getting ready to start on draw- 
ings and specifications for this location on the Soldiers’ Home grounds. 

A lot of the studies we made previously for the Observatory Circle 
site are also applicable to the new location. 

Mr. Txomas. In other words, you still have the $2,200,000 cash? 

Mr. Rreynotps. We have spent some of it; but not a large percent- 
age. 

Mr. Tuomas. You have not called for any money to defray the con- 
tract authorization? 

Mr. Reynoups. We will not need any additional cash in fiscal 1953 
for that. purpose. ; 

Mr. Puituips. Does that imply these three hospitals are going to 
eliminate their present buildings and all combine in the new building? 

Mr. Reyno.ps. That is correct, sir, and the property is to be 
transferred to the Federal Government. 


GRANTS TO PRIVATE HOSPITALS 


Mr. THomas. You are seeking $11,400,000. 

At this point insert in the record page 3, which shows a breakdown 
showing the contributions and names of the five cooperating institu- 
tions. 

Also put in the paragraph on the bottom of page 4 and at the top 
of page 5 in the record, showing the administrative cost of $84,500 
during 1953. 

But that is for the administrative cost on the $11,400,000 during 
1953 and the total administrative cost on it will be $284,500. 

Breaking down that cost a little bit further, Mr. Reporter, also 
insert at this point the last paragraph on the obligations by objects, 
02, 04, 06, and 07, on the green sheet numbered 6, which shows 
justification of the estimate of $11,400,000 to take care of the five 
participating hospitals on a 50-50 matching basis; travel, $500, 
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communication services, $500, printing and reproduction, $1,000; 
other contractual services, $500. 

Then you have an element here of services performed by ‘“Con- 
struction services, public buildings, General Services Administra- 
tion,’’ $81,000. 

Supplies and materials, $1,000. 

So you have $84,500; that adds up correctly. 

(The material referred to is as follows:) 

Following is a list of the private agencies requesting grants, a brief description 


of the proposed program of each, the estimated cost of the program, and the 
tentative amounts of the grants. 











eee | Tentative 
beg sh | amount of 
z grant 
1, Children’s Hospital of the District of Columbia !_____________-- e $3, 259, 000 | $595, 000 
ie DN MSS ore go ccna in wen np = owe enees - ASE ice 8, 000, 000 | 4, 000, 000 
3. The Lucy Webb Hayes National Training School for Deaconesses j 

and Missionaries, including Sibley Memorial Hospital_--.-_-_____- 3 9, 382, 000 | 4, 691, 000 
4. Eastern Dispensary and Casualty Hospital -_-_.---- Ae NI : 2, 059, 000 | 1, 029, 500 

5. National Homeopathic Hospital. .--...-...................---..------- 1, 600, 000 | § 
RUG P AE heh Boe Bh! Nee Eon DAR LEE eR AD ES ele ieee his 24, 300, 000 | 11, 115, 500 





1 Children’s Hospital was partially completed at the time of the passage of this act, which accounts for 
the small amount of grant requested. 





1. Children’s Hospital.—Children’s Hospital is devoted exclusively to the in- 
and-out patient care of children, the training of graduate professional personnel, 
and study in select fields of medical research. Construction will provide new 
buildings and equipment. The hospital, when completed, will be a 245-bed gen- 
eral hospital with out-patient facilities, laundry, research laboratories, teaching 
facilities, and quarters for personnel in residence. 


TENTATIVE BREAKDOWN OF COSTS 


Tn ee ae di aa as bE, ard (*) 
7 pian ine cede a gl etl icy ea apa pe a end ai nanuu-=- 90.610 SOO 
INE EB SS GAELS BRP OCS E ieee ane 8 ei paid OEP Aca 2 Sg gn eR nak 327, 000 


Fees, miscellaneous expenses - -___------------- Feces 216, 500 


ya eA tila end elan ssp aia aR ane pata Canela eat = ok 3, 259, 000 
' Not included. 





2. Providence Hospital.—The construction of the hospital building would pro- 
vide a Completely new plant containing 352 beds for surgical, medical, pediatric, 
and maternity patients, 60 bassinets, quarters for 60 Sisters, out-patient diagnostic 
clinic, X-ray department and laboratory, complete operating and delivery suites, 
and a nurses’ home for 150 student nurses, with all teaching facilities. 


TENTATIVE BREAKDOWN OF COSTS 





Teen e en nen nkentinnnenann<ey ein $500, 000 
ed a Si at CPN Ni i a ag a I eC .... 6, 600, 000 
p SE ae) Skt Ep Se TUE op Sa ea ape eee KE 500, 000 
Fees, miscellaneous expenses - - - -- - - -- SMe Sete nec nr ea je Sea 400, 000 

Te ee ew ee ain en il 8, 000, 000 


3. Sibley Hospital—The construction of the hospital building would provide a 
completely new plant containing 348 beds for surgical, medical, pediatric, and 
maternity patients, 46 bassinets, out-patient diagnostic clinic, X-ray department 
and laboratory, complete operating and delivery suites, and a nurses’ home for 
168 nurses, with all teaching facilities. 
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TENTATIVE BREAKDOWN OF COSTS 


Mak oe os asc SUL ea eeries lauded $1, 406, 000 
i ig am lag er Sate deia gRUR tl Hd pene da in 6, 620, 000 
Equipment -__ —___-___-- Aah Ce MGS St ta aad ok iy ase RN 950, 000 
Fees, miscellaneous expenses ----__-_-_...--_---------- pads 5 406, 000 

RMI pnw nk oe een nk woe ok A) aoe Sida 9, 382, 000 


4. Casualty Hospital—A four-story, fireproof, concrete frame structure will be 
erected and attached to the present structure. The plant will have a total bed 
capacity of 190 beds, with complete out-patient department, emergency facilities, 
heating plant, laboratory, X-ray, and operating suites. The existing building and 
facilities will be remodeled to bring it up to present-day requirements. A new 
garage will also be built to replace an inadequate building. 


TENTATIVE BREAKDOWN OF COSTS 


mee ks ki 5 oe eee he ti Sete ee $200, 000 
Construction______-_- Rape ary nye ap ee ane cee eee eae 1, 550, 000 
Equipment - Sa RES : Meee 
Fees, misce Haneous expenses - ee rH i 109, 000 

‘Totebics 52 bee ae ee 2, 059, 000 


5. Homeopathic Hos pital.— Definite iain hawen not ies ove eloped by the Board 
as to the needs of this hospital. However, the institution is interested in receiving 
assistance from the grant-in-aid program and has indicated by written request 
that either a new hospital will be built in a different location (the present site to be 
sold), or the existing plant will be enlarged by approximately 35 beds. Because 
of the many uncertainties involved, it is impossible to give other than a very pre- 
liminary and sketchy breakdown of costs. The only figures available at this time 
are as follows: 


New plant and site_____- spay : $1, 600, 000 
Enlargement of existing facilities. _ po] 1, 200, 000 


The work program of the various agencies contemplates the acquisition of 
land, where required, the preparation of plans and the award of contracts during 
the 1953 fiscal year. Based on this program and considering the total estimated 
cost to be incurred by the agencies involved, it would be necessary that the GSA 
incur obligations, in 1953, in the amount of $11,115,500, for payments to the vari- 
ous agencies as the program progresses. 

The off-site administration of the grant program by GSA will involve the 
processing of applications for grants, periodic payments to the agencies as work 
on the projects progresses, advisory technical assistance for the development of 
plans and specifications, checking of plans and specifications from preliminary 
design through the working drawing stages to completion, checking of modifica- 
tions in original plans during the construction period, and making periodical and 
final inspection of construction and attendance at conferences with officials of 
agencies involved. It is estimated that the sum of $284,500 will be required for 
these purposes and for general office expenses incidental thereto, during the pres- 
ently contemplated life of the program. Of this amount, the sum of $84,500 
will be required during fiscal 1953. It is not anticipated that the administration 
of the program will require additional personnel to be charged directly to this 
appropriation, but that technical and clerical services will be made available as 
needed for the program and covering reimbursement will be charged to the appro- 
priation on a time-card basis. The estimate for 1953 provides $81,000 for such 
services together with an amount of $3,500 for nominal sums required for com- 
munication services, printing and reproduction, and other miscellaneous office 
expenses. 

The additional amount of $11,400,000 is requested as a supplemental appro- 
priation under this head to finance the grant portion of the District of Columbia 
hospital program. 
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Obligations by objects 





Presently Revised 











available | estimate | Difference 
SESSA SY Ree e ee eae et CRIA Codes as $5, 000 $5, 500 —$500 
04 Communication services_- BBY LS eek ee 500 | +500 
06 Printing and reproduction 5,000 | 6, 000 +1, 000 
7 Other contractual services 2, 000 2, 500 +500 
Performed by ‘‘Construction services, public build- | } 

ings, General Services Administration”. ..._.___- 50, 000 131, 000 +81, 000 

08 Supplies and materials.._..................-.-........ ca 1,000 2, 000 +1, 000 
ge ee ee RS Sea oa te ete ae ae eee 17, 937, 000 VAS a oe 
11 Grants, subsidies and contributions.__.___...-_________- es Shanes he | 11,115,500 | +11, 115, 500 
EE a ae nares ae ...| 18,000, 000 29, 200,000 | +11, 200, 000 





Mr. Tuomas. Is there any other city in the United States where the 
taxpayers and the Government pay 50 percent of hospital construc- 
tion cost for hospitals, that you recall, outside of the District of 
Columbia? 

Mr. Reynoups. I am not familiar with the programs outside the 
District of Columbia. I know the Hill-Burton bill operates. To 
what extent that participation goes, I cannot say. 

Mr. Tuomas. That is only in small poor communities where they 
do not have a hospital. The larger cities of the United States or the 
larger counties are not even eligible for it. 

Mr. Yarns. Are these funds given on the condition that propor- 
tionate amounts will be raised by the hospitals themselves? 

Mr. Reynoups. Yes; they have to have the funds available before 
we enter into a contract with them. In other words, they cannot 
be conditional amounts. 

Mr. Yates. Are the funds granted under the Hill-Burton Act or 
another law that is equivalent to the Hill-Burton Act, that applies 
specifically to the District of Columbia? 

Mr. Reynotps. It applies, but I think under the formula’ they 
have a very small amount. 

Most of that information was developed on the hearings on authori- 
zation; but we have no interest in that part. 

Mr. Yates. What check do you have that the amounts requested 
are reasonable? 

Mr. ReyNnoutps. We expect to not only approve the drawings and 
specifications that were prepared in these hospitals but also to actually 
check on the contracts and the funds they actually pay out so that 
we will be sure we are within the limitations as authorized by the 
Congress, of 50 percent. 


STATUS OF THE PRIVATE HOSPITAL PROJECTS 


Mr. Yates. Have contracts been let for construction for the 
hospital? 

Mr. ReyNnoups. The only one that has been let is the Children’s 
Hospital; that is under contract. 

Providence Hospital has acquired a site and has an architect. work- 
ing on the drawings and specifications. 

Sibley Hospital has arranged for the site. They are more or less 
in the preliminary stage. They are not as far along as the first two. 

Casualty Hospital has completed the drawings and specifications. 


~rre 
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The Homeopathic Hospital project is still in the discussion stage. 
The others are firm. We do not know the Homeopathic project will 
work out. 

Mr. Yates. Where do the bospitals get their funds — from charitable 
contributions? 

Mr. Reynotps. Yes;I think so. The Children’s Hospital has been 
running a campaign here for a long time to complete their hospital 
and they are still quite a considerable amount short. 

Providence Hospital has purchased the site for which I think they 
paid $500,000. They have $2,500,000, I understand, from the 
Catholic order and they are raising an additional million dollars, of 
which about one-half million dollars has been raised. They think 
there is no question about raising the additional funds. 

Mr. Yares. Will the hospitals have sufficient personnel, such as 
doctors and nurses, or does that not come within—— 

Mr. Reynotps. That does not come within our purview, but they 
have got to be assured of them. 


« 


OPERATION OF THE HOSPITAL CENTER 


Mr. Puituips. I want to clear this up in my own mind. You are 
building a hospital center, a health center. The several hospitals 
come in, give up the property they now own, and come into this 
health center? 

Are they separated in separate buildings in the health center? 

Mr. Reynoups. No; they expect to operate as a single hospital. 

Mr. Putiutps. Won’t this be a confusion of interest, a confusion of 
responsibility? 

Mr. Reynotps. I think not. The three hospitals struggled very 
hard to get an integrated operation. At the time the hospital center 
was authorized the question arose as to how they could tie their 
interests together and protect their endowment funds and things of 
that sort. They have formed a corporation which I understand 
preserves all their endowment rights, but gives them the convenience 
of single purchasing, single admission desks, and so forth. 


COST PER BED 


Mr. Puruuips. The second thing we observe is that when the 
Federal Government builds a hospital, it builds well, and does not 
attempt to cut corners on any items as a private corporation would 
have to do if it were building a hospital. 

Have you made an estimate of what the cost per bed will be to 
build and equip this hospital? What would that figure be, roughly? 

Mr. Reynoups. We have figured, and have been told by the 
participating hospitals, that the amount of $21,700,000 authorized by 
the Congress will be required for construction of the hospital center. 

Mr. Puriuizes. How many beds will that provide? 

Mr. Rreynotps. One thousand beds, with nurses’ quarters and 
attendant facilities. 

Mr. Puiiurrs. That means $21,000 a bed. 

Mr. Reynoups. Not when you apply it to the hospital itself. You 
must take out the nurses’ home. 

Mr. Puiuuips. Does that include the cost of the land? 
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Mr. Reynoups. Yes. 

Mr. Puiuuips. If you apply it just to the land needed by the 
hospital itself and the cost of equipping the hospital itself, what 
would be the figure per bed, roughly, would you say? 

Mr. Reynoups. I should say it would run—including equipment— 
around seventeen-five, or eighteen thousand a bed. 


LIMITATION ON NUMBER OF PROJECTS 


Mr. Tuomas. Would there be any objection on the part of General 
Services Administration to putting a limitation in this to the effect 
that the funds appropriated here for these five participating jobs, no 
®&her jobs can be started, and this has to come within our cost of it? 

Mr. Reyno.ps. I think that is entirely within your province to 
do that. 

Mr. THomas. But your estimates are sound up to now. 

Mr. Reyno.ps. Yes. 

Mr. Tuomas. Is there anything further? Thank you. 


WAR CLAIMS COMMISSION 


WITNESSES 


DANIEL F. CLEARY, CHAIRMAN 

GEORGIA L. LUSK, VICE CHAIRMAN 

F. BYRNE AUSTIN, EXECUTIVE DIRECTOR 

LUCY S. HOWORTH, ASSISTANT GENERAL COUNSEL 
FRANK W. BARTON, DIRECTOR CLAIMS SERVICE 
WALTER H. SCOTT, ADMINISTRATIVE OFFICER 


Mr. Tuomas. We have with us this afternoon our friend, Mr. 
Daniel F. Cleary, Chairman of the War Claims Commission, Mrs. 
Georgia L. Lusk, Vice Chairman; Mr. F. Byrne Austin, Executive 
Director; Mrs. Lucy 8. Howorth, Assistant General Counsel; Mr. 
Frank W. Barton, Director, Claims Service, and Mr. Walter H. Scott, 
Administrative Officer. 

It is nice to see you all. I see you have here a supplemental esti- 
mate for $400,000 for the fiscal year 1953 as contained in House 
Document No. 466. By a recent act of Congress, you are going to 
do a couple of additional things by virtue of new legislation—pay 
war prisoners one dollar and a half per day more where they suffered 
a lack of food and had to do some hard work or were subjected to 
inhumane work or treatment, in violation of the Geneva Convention. 

At this point, Mr. Reporter, insert sections 6—D and 7—B on page 1 
of the justifications in the record. 

(The material referred to is as follows: ) 


1. Section 6 (d): 

Claims from members of the Armed Forces of the United States who were held 
as prisoners of war or certain of their designated survivors for the payment of 
compensation at the rate of $1.50 per day for each day that he was held as a 
prisoner of war on which he alleges and proves in a manner acceptable to the 
Commission: 

(A) The violation by the enemy government or its agents of the provisions of 
title III, section III, of the Geneva Convention of July 27, 1929, or, 

(B) Any inhumane treatment as defined in the act. 

Claims filed pursuant to subsection 6 (d) must be filed on or before April 9, 
1953. The Commission estimates, on the basis of the number of claims for 


20553—52—pt. 1 13 
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compensation under section 6 (b) actually filed by prisoners of war or their 
survivors prior to March 31, 1952, that it will receive approximately 275,000 
claims from prisoners of war or their survivors for compensation under section 
6 (d) of the act. 

2. Section 7 (b) through (g) 

Claims from religious organizations functioning in the Philippines and affiliated 
with religious organizations in the United States which furnished relief to members 
of the Armed Forces of the United States or to civilian American citizens for 
compensation for the loss and damage sustained as a consequence of the war to 
their schools, colleges, universities, scientific observatories, hospitals, dispensaries, 
orphanages, and other property or facilities connected with their educational, 
medical, or welfare work. The Commission cannot, at this time, estimate how 
many claims will be filed under this new seetion of the act. However, in view of 
the legislative language appearing in section 7 (b), it would appear that approxi- 
mately 50 valid claims will be filed. In view of the complexity of this particular 
provision the number of claims is not indicative of the work invelved. Claims 
filed pursuant to section 7 (b) through (g) must be filed on or before October 1, 
1952, and adjudicated no later than March 31, 1953. The act further provides 
that claims filed pursuant to section 7 (b) and (c) of the act shall be determined 


and paid upon the basis of postwar cost of replacement which shall be determined 
by the War Claims Commission. 


Mr. THomas. Have I stated it substantially correct? 

Mr. Cieary. Yes, sir. 

Mr. Toomas. You have 275,000 applications in the way of veterans. 

The second duty imposed on you here is dealing with religious 
institutions; that is section 7 (b): 

Claims from religious organizations functioning in the Philippines and affiliated 
with religious organizations in the United States which furnished relief to mem- 
bers of the Armed Forces of the United States or to civilian American citizens for 
compensation for the loss and damage sustained as a consequence of the war to 
their schools, colleges, universities, scientific observatories, hospitals, dispensaries, 
orphanages, and other property or facilities connected with their educational, 
medical, or welfare work. 

All are organizations in the Philippines that have connections with 
the United States. 

Would there be any left out under that language? 

Mrs. Howortn. No. 

Mr. THomas. I notice you want 103 employees to do this work. 
We have one pertinent question for you, in view of the fact that your 
budget calls for 173 employees for fiscal 1953, and that your workload 
for American veterans for 1953 has practically wound up, and your 
workload mainly for 1953 will be under your old act, taking care of 
your Philippine veterans, and to some extent your religious and 
educational institutions. 

Why is it you cannot absorb this additional cost? Can you tell us 
that right quick? 

Mr. Creary. There is an increase of 135,000 claims we have to 
adjudicate, in fiscal year 1953, over that which was our anticipated 
program, when we submitted our original request for fiscal year 1953. 

Mr. Tuomas. Your anticipated workload from American claims is 
practically nil. You wind that up, do you not? 

Mr. Cueary. Quite true, sir. Our program for 1953 in our original 
presentation was to adjudicate half of the Filipino claims and as many 
of the claims under section 7, Religious Organizations, as could be 
adjudicated in 1953. 

Mr. Tuomas. Of course the Army is going to take care of most of 
the Filipino load? 
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Mr. Cieary. They are merely going to render a service for us which 
we needed to have rendered, without reimbursement, whereas prior 
to April, we were faced with having to reimburse them to the extent 
of $157,300. 

That will not reduce the workload on our staff at all. It merely 
eliminates the need for our having $157,300 under 07, services to be 
performed by other agencies. It will not reduce the amount of work 
we have to do. This sum ($157,300) has been eliminated specifically 
from our appropriation in H. R. 7072. 

Mr. Puiuuips. This all comes out of the same fund? I mean the 
fund is created from property of enemy nations? 

Mr. Cueary. Yes. 

Mr. Puiuurps. I do not understand the theory, Mr. Cleary, of pay- 
ments to former prisoners subjected to inhumane treatment or com- 
pelled to work on uncompensated labor by the enemy. 

What obligation rests on a nation to pay for work done by its na- 
tionals when they are prisoners of war of another nation? 

Mr. CLeEary. This is to pay for work by our nationals performed 
while prisoners of the enemy. Under the Geneva Convention, prison- 
ers of war are not supposed to be forced to work for the holding power; 
and when they do elect to work, they are supposed to be paid for that 
work by the holding power. 

We in the United States captured many German and Italian pris- 
oners and prisoners of other nationalities, and none of those captives 
were forced to work, but they were given the opportunity to work, 
and if those captives elected to work for us, for the United States, the 
United States reimbursed them for that work. The United States 
Treasury paid out $160,000,000 to the enemy soldiers when they were 
captive, in payment for labor which they performed voluntarily. 

Our soldiers, when they were captured by the enemy, were not 
given the option of working; they were required to work, in violation 
of the Geneva Convention, and they were not reimbursed. 

Mr. Putiurps. Under the original public law we are paying them 
out of the funds of the nations which compelled them to work? 

Mr. Curary. That is right. 

Mr. Puturps. Is your estimate of 400,000—that is only the estimate 
of what it will cost—no; is that out of the funds, or out of the Treasury 
of the United States? 

Mr. Cieary. The 400,000 will be an authorization of the War 
Claims Commission to draw money from the war claims fund. 

Mr. Puruures. Do you estimate that is all you are going to need for 
this? 

Mr. Cieary. That is all we are asking for administration, for 
fiscal year 1953. 

Mr. Puriurps. How much money are you going to need to pay the 
claims? 

Mr. Cieary. To pay the claims, it is estimated that Public Law 303 
will cost about $107,000,000. 

Mr. Tuomas. $107,000,000? 

Mr. Cigary. Yes. 

Mr. Tuomas. Is there going to be that much left in the fund to 
pay it? 

Mr. Cieary. On the basis of information supplied to the House 
Interstate and Foreign Commerce Committee, there will be enough 
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money transferred by the Office of Alien Property to the Treasury 
to provide for the payment of all these claims. 
Mr. Tuomas. Thank you very much, It is always nice to see you. 
Mrs. Lusx. I think it is important, Mr. Chairman, to say we are 
not through with work under the present law. The Filipino claims 
are requiring considerable study, in addition to the certification of the | 
military service which we get from the Army. There are other factors | 
that must be considered, such as survivorships and dependents and | 
matters of that kind. 
Mr. Tuomas. Yes. Is there anything further? 
If not, thank you very much, 
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Mr. Focarry. The committee will come to order. 

The committee has before it the Bureau of Employment Security 
of the Department of Labor. Do you have a statement, Mr. Good- 
win? 

Mr. Goopwin. Yes, Mr. Chairman. 

What we are presenting to the committee this morning represents 
three requests, each of which stands on its own. The first one has | 
to do with a supplementary request for grants to States. The second |— 
one has to do with the administration of the farm placement program— 
the foreign worker program under Public Law 78. 

Mr. Focarry. I think you had better take the employment security | > 
item of grants to States and talk about that. Then we will take up [| 
the Mexican labor program. 

Mr. Goopwrin. I was going to suggest that to the committee and 
that the committee might like to finish up one before entering on the 
other. 
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Grants To STates FoR UNEMPLOYMENT INSURANCE AND EmpLoy- 
MENT SERVICE PRoGRAM ADMINISTRATION 


Mr. Goopwin. Mr. Chairman and members of the subcommittee, 
we are requesting $13,600,000 in supplemental funds for grants to the 
States for administration of the employment service and unemploy- 
ment insurance program. The funds are needed primarily to meet 
the additional costs of unemployment insurance claims loads which 
have continued at a higher rate than we estimated at the time our 
1953 budget was made up. In addition to increases in workload we 
have some additional costs growing out of State Jaw changes in New 
Jersey, Massachusetts, Pennsylvania, New York, and Ohio. There 
are also some increases in nonlabor costs, principally rents. The 
estimated deficit faced by the States is more than can be met with the 
present contingency fund of $5,000,000, so we are submitting the 
request now. 

Our request for additional funds to handle unemployment insurance 
workloads during fiscal year 1953 is not based on an anticipated 
increase in workloads over present levels, but on a projection of the 
increase that has already taken place. The estimates of workload in 
our original request were too conservative. While the insured 
unemployment base used in our current estimates for 1953 is 12.7 per- 
cent below fiscal 1952 experience, it is 46.4 percent above that used in 
our initial budget estimate for 1953. A comparison of insured unem- 
ployment estimates for fiscal year 1953 with the experience in fiscal 
years 1950, 1951, and 1952 can be readily seen by reference to the 
chart which has been handed to you. 

I would like to take just a moment to call your attention to this 
chart, if I may. This is where the insured unemployment figure 
corresponds very closely to the claims load in 1951. Here it was in 
1951, 1952, and 1953. 

Now, here is where we put our estimates in. I might say these 
estimates were based on the over-all assumptions of the administra- 
tion as to what the employment and unemployment would be. Here 
is where we are on the revised estimate that we are submitting to 
you today. You will note that the estimate is still below fiseal 1952 
actual experience and a little below 1951 actual experience. 

Mr. Denton. What does this chart represent? 

Mr. Goopwin. This is the estimate of insured unemployment— 
unemployment among workers covered by unemployment insurance 
in the different States. The figures for insured unemployment and 
over-all unemployment differ somewhat. Sometimes the lines will 
run pretty much parallel but not under all conditions. This is 
unemployment in those activities that are covered by State unem- 


ployment insurance law. ic: 
Mr. Heprick. How do you account for the increase in insured 
unemployment? 


Mr. Goopwin. That is what I intend to cover in the remainder of 
my statement. 

Several factors have contributed to the change in outlook for 1953. 
One significant factor was the decision early in January to stretch 
out the military production program. This decision lowered defense 
production manpower needs for 1953. 
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Developments in consumer soft goods production also are playing 
‘an important role in the claims outlook. The anticipated expansion 
of production and employment in these industries has not been as 
large as estimated. As a result, soft goods producing areas which 
are suffering from substantial amounts of unemployment will continue 
to face serious problems for a longer period of time than anticipated. 

Relatively less important, but nevertheless significant, is the effect 
which the trends in consumer hard goods industries are having on 
claims volumes. There is considerable evidence that consumer 
demand for a number of hard goods items has lessened. Lay-offs and 
reduced workweeks have been reported by a number of manufacturers 
of such items as television, refrigerators, washing machines, and ap- 
pliances. These developments have produced a greater volume of 
claims currently than we anticipated and it is likely that this condition 
will continue into the new fiscal year. 

In addition, in view of the above changes in the volumes of defense 
and civilian demands, seasonal influences are having and will con- 
tinue to have a much greater impact upon the economy and unemploy- 
ment insurance workloads than previously anticipated. 

These are the probable reasons, Doctor. I would point out at this 
point, if I may, that what we are talking about for the level of the 
coming fiscal year is still a very high amount of employment and a 
relatively low amount of unemployment. The estimates that we 
made when we were in here before were even lower than that. They 
were based really upon a shortage Nation-wide because of competition 
between civilian economy and the defense needs. There has been a 
lessening or a loosening up on that demand for the reasons I have 
indicated and therefore the claims load will be somewhat higher than 
we had anticipated. 

We are requesting $9,902,354 to meet the cost of the increased 
benefit claim loads. These loads have continued at a much higher 
rate than was anticipated with the number of claims currently being 
filed running well in excess of 1,000,000, per week. Our original 
request for 1953 was based on an average of about 610,000 continued 
claims. Without supplemental funds the States are, therefore, faced 
with claims loads in excess of 1,000,000 continued claims per week but 
with funds sufficient to finance only about 60 percent of this number. 
Other benefit claims loads follow a very similar pattern. 

There is also needed for reimbursement to the Post Office Depart- 
ment $237,014 for additional State postage costs. This postage is 
calculated on a formula basis which includes claims workloads as one 
of the factors. When claims workloads increase the postage reim- 
bursement also increases. 

Also, $345,450 is needed for 22,000 additional audits of employer 
accounts in the States of New York and Ohio. When these States 
changed their laws about a year ago they eliminated their automatic 
wage record reporting system and adopted a method whereby the 
employer furnishes individual wage information as claims are filed. 
When wage records are secured at regular intervals the balancing of 
these records with the contribution report provides a check on the 
accuracy of employer reports. With request wage reporting this check- 
ing cannot be done and the regular auditing of employer accounts 
becomes more essential if we are to avoid criticism involving the 
integrity of the system. 
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We are also requesting $1,211,700 to cover additional experience 
rene costs not included in our regular submission. This is the proc- 
ess of determining employer tax rates under experience rating provi- 
sions of State laws. Our revised estimate of man-years for 1953 is 
the result of our reviews of individual State budget requests for 1953 
which were only completed recently. The additional 298 man-years 
requested is attributable in a large part to additional experience rating 
costs in Massachusetts and Pennsylvania, both of which have recently 
revised their experience rating laws, and to additional costs in New 
York not covered in our original estimates. It is apparent after our 
State budget reviews that our original estimates were also too con- 
servative. 

Some $1,326,357 is to cover nonpersonal service costs. The main 
portion of this amount will be spent for increased costs of rental of 
premises. When leases expire, renewals are at higher rentals. Per 
diem allowances, communication costs, and other items of expenditures 
have also increased. The additional payroll cost necessary to handle 
the increased claims loads will also result in larger contributions to 
the State retirement funds. 

New Jersey has recently passed employment security legislation 
containing such provisions as request wage reporting, charging bene- 
fits paid to all base period employers in inverse order and a notice to 
each employer of any week of benefits charged to his account. No 
detailed analysis of the additional costs have been made as yet since 
operating plans and procedures are only now being formulated. It 
is estimated, however, that the New Jersey costs will run proportional 
to the New York costs since the laws are similar in many respects. 
The costs attributable to similar changes in New York legislation 
amounted to more than $4,000,000 in 1952. Initial claims and the 
number of covered employers which are the center of the increased 
costs of the revised law are about 25 percent that of New York. 
Accordingly, we have estimated New Jersey costs to be about $1,000,- 
000 for the first year of operation under the new law. Since $422,875 
of the cost can be financed from the regular 1953 request, an addi- 
tional $577,125 will be required. 

That concludes the statement, Mr. Chairman, and I will be glad to 
answer questions. 


COMPARISON OF APPROPRIATIONS 


Mr. Focarry. Mr. Goodwin, in fiscal 1952 you have available 
about $186 million. 

Mr. Goopwin. That is correct. 

Mr. Focarry. And you are asking for this supplemental of $13,- 
600,000 for 1953 which is in addition to the amount now carried in 
the 1953 regular appropriation bill. 

Mr. Goopwin. That is right. 

Mr. Foaarry. And that would make you about—— 

Mr. Goopwin. $197,160,000; that’s right. 

Mr. Focarry. $197,160,000. That means that if this request 
were to be granted you would have a program increase of $11,100,000 
over 1952? 
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INCREASED COSTS 


Mr. Goopwin. No. Because there have been some increases in 
cost, Mr. Chairman. It would appear on the face of it that that was 
the case, but we have had between the two years an increase in cost 
of State salaries of over $4,300,000—an increase in such things as rent 
and operating materials of $2,610,000 and some of the additional cost 
resulting from the changes of laws which I have already covered in 
some detail. 

Mr. Focarry. I think you ought to get for the record a table show- 
ing the increased costs from 1950 through 1953. 

Ir. Goopwitn. You mean along the line I have just indicated? 

Mr. Focarry. Yes. 

(The table referred to is as follows:) 


Reconciliation of changes in costs for State employment security administration 
between fiscal years 1950 and 1951, 1951 and 1952, and 1952 and 1953 

















| Fiscal year Fiseal year Fiseal year ee 
1950 195i 1952 r= Te 
1953 
—_ —— 
Funds available for grants. ._.._...-...--..-- $173, 576,004 | $172, 139,000 | ' $186, 060, 000 | 2 $197, 160, 000 
Difference between successive fiscal years. ___).......-..--.- —1, 457, 004 +13, 921,000 | +11, 100,000 
Reasons for difference: | 
ee aPC eer ertamers aes +1, 949, 800 +1, 192, 000 +2, 610, 000 
Rg me Sig a eli eta ai RRS RN LS GRIP alas —1, 603, 87! +115, 870 — 286, 955 
State average salary rate ch: pneies So A Se 34-10, 302, 573 | 4413, 734, 000 5+-4, 311, 330 
Administrative overhead.._.._.......-...|....-..------- | —320, 808 — 1, 260, 237 96, 220 
State farm placement activities.._........|.......---...- | +21, 255 +1, 071, 248 +-1, 085, 620 
TEREST RET Cae ees) |SU RONEN = Rare ae +3, 388, 897 —3, 848,773 | +1,510, 427 
J |” Rea ARSE (i aI ata d: — 13, 480, 564 +2,210,410 | —2,107,422 
Functions not measured by workloads or | } 
time foctors. ....-......-i-2 panne Shibnad eat Opiate dmtatil 6—1, 714, 287 | +706, 482 | — 460, 020 
NRE ESS, eT A RIS (EET TOT Petite ans NAR: +324, 000 
State unemployment insurance law | 
cn eRe ed rl cl neal heniss cdl coy cht wits phase oon (7) (8) °+-1, 000, 000 
ERECT ESTEE FONE ERR (9) (1) | 124-3, 016, 800 


1 Includes supplemental of $2,500,000. 

2 Includes supplemental of $13,600,000. 

3 Salary increase from $2,834 to $3,073. 

4 Salary increase from $3,073 to $3,400. 

5 Salary increase from $3,400 to $3,500. 

6 Services to employers, not elsewhere classified; labor market information; occ upational analysis and 
industrial services; community participation; employment service; clerical services; experience rating; con- 
tributions and benefits ov erhead; ov erpayment and fraud; itinerant travel; services to applicants and claim- 
ants; local office management; building maintenance; nonoperating and leave. 

? Included in figures above is an amount of $561,000 for State unemployment insurance law change. 

§ Included in figures above is an amount of $5,550,000 for State unemployment insurance law change 
effective in 1952 plus an amount equal to the continuing costs of such laws enacted in 1951. 

® $1,000,000 represents costs of recently enacted New Jersey unemployment insurance law change and 
included in the above figures is amount equal to the continuing costs of such legislation enacted in 1951 and 
1952. 

1@ $8,500,000 contingency appropriation included in total funds available and distributed to appropriate 
categories above. 

11 $5,000,000 contingency appropriation included in total funds available and distributed to appropriate 
categories above. 

2 Total contingency appropriation $5,000,000, of which $1,983,200 is contained in $4,311,330 shown for 
State average salary rate changes. 





CCNTROL OVER STATE LEGISLATION 


Mr. Focartry. Do we have any control over the increased costs 
resulting from changes in individual States’ employment security 
legislation? 

Mr. Goopwrn. The Congress has, of course, full control over the 
amount of money that is made available. Congress under the present 
law would have no right to tell a State that it cannot pass the kind 
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of law that might take additional money. But Congress can say, 
“We will allow only so much money to administer that law.” 

Now, I think that Congress would want to take into account the 
background of this and its previous actions. We have had a precedent 
of meeting the cost of any State law that was not in conflict with the 
Federal law. 

I have been concerned, Mr. Chairman, about some of these trends 
in legislation which have given us exceedingly complex and costly 
laws to administer. We have opened up the question with the State 
people because conceivably this thing could go to the point where we 
would not be able to finance the program out of the three-tenths of 
1 percent. 

Mr. Focarty. That is the reason I asked the question because it 
seems that the new laws in New York, New Jersey, Ohio, and others 
are costing quite a bit of money and I was wondering whether we 
know where we are going to stop. 

Mr. Goopwin. We are trying to find some answer to that question, 
and we have had some discussion with the State people as to where we 
might be able to draw the line. We would like to be able to do that 
and set it up on some kind of an objective basis so we would not be 
substituting our judgment for the State’s judgment as to what consti- 
tuted a proper unemployment insurance law and unemployment 
insurance program. That would only end in irritation and difficulty 
in Federal-State relationships. I do not know whether we can be 
successful in that regard or not. 

Mr. Fogarty. Well, in view of what has happened in the last 3 or 
4 years in regard to these changes, I think it would be well to make 
some kind of a study for the committee of what changes have been 
made and what they are costing, what are the immediate results and 
what the long-term results might be. This issomething we may have to 
get into quite thoroughly. 

Mr. Goopwin. We would be glad to undertake that. We would 
like to do that in cooperation with the States. Many of the State 
people have the same kind of concern as we have on this point, and 
we will be glad to undertake it. 

Mr. Focarty. I think we will write that in the report on this 
supplemental bill directing you people to do that so you can take that 
back to the States people and let them know how this committee feels 
about these various changes. Where we are in doubt is whether it 
will or will not affect the over-all fund. We have three-tenths of 1 
percent of collections for financing these operations at the present 
time. 

Do I make myself clear? 

Mr. Goopwin. Yes, sir. Very clear. 


CONTINGENCY FUND 


Mr. Focarry. Now, you have available for 1953 $5,000,000 in the 
contingency fund? 

Mr. Goopwin. Yes, sir. 

Mr. Foaarry. And $5,000,000 in 1952? 

Mr. Goopwin. That is right. Yes, sir. 

Mr. Focarry. What did you originally ask for in 1952? $12 
million for the contingency fund? 
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Mr. Goopwin. That was the amount for 1953. 
Mr. Focarty. And we cut it back to $5 million. So if we had 


given you the full amount for the contingency fund that would have 
taken care of this problem? 


Mr. Goopwin. Pretty close. Yes. 


COMPARISON OF COSTS WITH TAX COLLECTIONS 


Mr. Focarry. All this $13,600,000 comes within the three-tenths of 
1 percent? 

Mr. Goopwin. It would still be well within the amount of money 
the Federal Government realizes out of that estimate. The estimates 
of what that tax will yield for the current year are about $260,000,000. 

Mr. Fogarty. You mean in 1952 or 1953? 

Mr. Goopwin. Fiscal 1953. 

Mr. Focarry. You expect to collect how much? 

Mr. Goopwin. About $260,000,000. 

Mr. Foaarry. And if you get this $13,600,000, that increases your 
total appropriation to $197,000,000? 

Mr. Foster. $197,160,000. 

Mr. Focarry. That means you are still making a profit of $62,- 
000,000 on the three-tenths of 1 percent of tax collections in 1953? 

Mr. Foster. Yes, sir. That’s right. 


CONTROL OVER WORKLOAD 


Mr. Focarry. And you do not have any control over the claim 
load at all? 

Mr. Goopwtn. That is right. That goes up and down with the 
economic changes. 

Mr. Focarry. And that is why sometimes you cannot see ahead 
almost a year when you are making up these justifications? 

Mr. Goopwrn. That is right. 

Mr. Hepricx. What effect do these strikes have? 

Mr. Goopwtn. Strikes, as such, are generally disqualified for un- 
employment insurance. The effect we get is from secondary unem- 
ployment. That is, people not on strike but who become unem- 
ployed because steel or some other commodity is not available to 
them. 

Mr. Hepricx. Such as the railroads? 

Mr. Goopwin. Yes. In our last week’s report there was just a 
small amount of that type of unemployment. We expect that in the 
report which we will get tomorrow night there will be a significant 
amount of unemployment as the result of the steel strike. We will 
be glad to give you the information on it as soon as we get it. Suppose 
I send you a letter giving you the results of that? 

Mr. Heprick. Send it to the chairman. Are there any States that 
actually pay strikers? 

Mr. Goopwin. There are two States that have provision for pay- 
ing them only after a period of waiting. That is about 10 weeks. 


Mr. Wacenet. There are 8 weeks of waiting in Rhode Island and 
7 weeks in New York. 
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Mr. Goopwin. The effect of that waiting period is that it eliminates 
most of them because most strikes have been settled in that time. 

In Rhode Island benefits have been paid in only two strikes. In 
New York two or three. 


AMOUNT OF REQUEST THAT IS DUE TO CHANGES IN STATE LAWS 


Mr. Bussey. Mr. Goodwin, in regard to the new laws passed by 
New York, Pennsylvania, New Jersey, and Ohio, what part of the 
increase that you are asking for in this supplemental estimate is 
directly responsible to the laws of these States? 

Mr. Goopwin. There is $345,450 which we listed here as field 
audits as a result of the change in law. That isa delayed request. In 
other words, it did not present itself immediately after the law was 
passed. The item of experience rating of $1,211,700 is also directly 
related to the change in State law and the $577,125 for the State law 
change in New Jersey. That all adds up to $2,134,375 out of the 
$13,600,000. 

Mr. Bussey. If this additional money is appropriated for these four 
States, isn’t that more or less an invitation to the other 44 States to 
make changes in their laws that will bring additional requests for 
appropriation? 

Mr. Goopwin. Well, I do not think it is significant in that respect, 
Mr. Congressman. The pressure to change the laws and the manner 
in which these changes take place comes largely from our industrial 
leaders and our business interests. They like that tvpe of law because 
it puts more responsibility on the individual employer to do some- 
thing about his unemployment. They argue that the additional 
administrative costs are justified. One point they make is that more 
money is saved through the payments of unemployed workers than the 
additional cost of administration. That is where the pressure comes 
from for this type of law, and I do not believe you would find demand 
for this kind of change simply so they could get the additional admin- 
istrative money out of the Federal Government. That type of 
pressure, if we got it, would be inclined to come from State administra- 
tors, and we have not had that type of pressure from State admin- 
istrators. 

Mr. Bussey. Let me rephrase my question then and put it this 
way. Don’t you think the fact that these four States have made 
these changes in their unemployment laws means that we will have 
ane States coming along in the future with similar changes in their 

aws? 

Mr. Goopwin. I think we probably will. Yes, sir. 

Mr. Bussey. So that this increase you mentioned for these four 
States—$2,134,375—is really just the start? There will be additional 
large sums requested in the future to take care of this situation that 
was not provided for before the laws were changed? 

Mr. Goopwin. Well, I would say, Mr. Congressman, that the start 
was made some time ago. Some of these States have already been in 
and this committee and the Congress has already passed on some of 
them so that the start was made some time back. 

Mr. Wacernert. Wisconsin was the first in 1936. 
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Mr. Kernan. Michigan changed about 3 years ago. New York 
changed a little over a year ago, and we had to get additional supple- 
mentary money last year cor this year. It is costing more, sir. 

Mr. Goopwin. I think your question is good. There is a Nation- 
wide movement backed by some of the largest employers in the country 
to put into effect laws similar to those of New York and New Jersey 
so that if that is done in all the States the cost of the program will 
up substantially, and I think it is questionable whether we could 
finance it from the three-tenths of 1 percent. This is the sort of thing 
we cannot decide off the top of our head, so I think we ought to have 
ed and sit down with this committee and really get to the bottom 
of it. 

VALUE OF REVISIONS IN STATE LAWS 


Mr. Heprick. These changes in laws, are they helpful? 

Mr. Goopwin. There is a legitimate difference of opinion on that, 
Doctor. Apparently the legislatures in those States that adopted the 
proposition thought they would be better. My personal view is that 
they go too far. But there are a lot of people who do not agree with 
me on that. 

Mr. Bussey. Although your position is one of administration, at 
the same time I would like to get your opinion and maybe your 
recommendation on the matter of these changes in laws. 

Mr. Goopwin. Well I would say on that, Mr. Congressman, that 
we are pretty well in a position where I think we should go along with 
these requests and then make the study. If we decide that they are 
not justified for the future then put everyone on notice so that we will 
not be accused of switching our policy without ample notice to the 
parties involved. 

Mr. Bussey. In regard to these particular four States, have they 
received any funds as yet to take care of this change in the law? 

Mr. Goopwin. For New York, you may recall, we had some addi- 
tional funds in our supplementary requests in the amount of $2,889,- 
000. 

Mr. Bussey. On page 2 of your statement you state: 

As a result, soft-goods producing areas which are suffering from substantial 
amounts of unemployment will continue to face serious problems for a longer 
period of time than anticipated. 

On what do you base that statement, Mr. Goodwin? 

Mr. Goopwin. Well, I base it first on the fact that our estimates 
were for a larger amount of employment and less unemployment as of 
now. In other words, for the beginning of the fiscal year 1953, which 
is just a matter of a few weeks off, we estimated that our employment 
would be higher than it is in the soft-goods areas. It is pretty clear 
to us now that the basic economic estimates of the administration as 
a whole were too conservative. 


LABOR SHORTAGE AND LABOR SURPLUS AREAS 


Mr. Bussey. I am not going to take the time to read these other 
statements on page 2 that are in your prepared statement, but I am 
wondering if it would be possible for you to make available to the 
committee the statistics which evidently you must have received from 
the Bureau of Labor Statistics on these situations which have caused 
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this lay-off and in what sections of the country it is located. I think 
when we had the hearings on the regular appropriations for the 
Department there were some discussions as to the various sections 
of the country that had surplus workers and other sections of the 
country had a shortage of employees. 

Mr. Goopwin. That is right. 

Mr. Bussey. As I recall, some table regarding that situation was 
to have been furnished the committee. I do not know whether it 
has or not. If it has I have not seen it. 

Mr. Witson. In relation to soft goods unemployment, I would like 
to comment on the 1953 estimates that we are talking about today, 
that is, the claims situation as it is estimated now and as it was esti- 
mated about 12 months ago for use in the original request. Our 1953 
claims estimates made at that time were very low under the assump- 
tion that the peak defense demands would coincide with very high 
levels of demands for consumer soft goods and hard goods even larger 
than those right after the outbreak in Korea. The labor market 
assumption then was that unemployment generally would be at a 
minimum and that demands for labor would be very heavy. In view 
of this outlook of a vear ago, with labor demand so heavy that insured 
unemployment would be at a minimum, the States’ agencies were 
concerned to know what basic staffing patterns they would need to 
keep things rolling. Claims estimates were still based on these 
original assumptions when we were here in February. 

e of the major factors requiring a change in estimates has been 
the weaknesses in soft goods, in contrast to earlier estimates of peak 
production levels. We are still expecting improvements in soft goods 
next year but not as much as was originally assumed. The data upon 
which analyses of claims trends are based are weekly reports from the 
State employment-security agencies. They reflect the lay-offs in 
textiles, shoes, and other industries. Although frequently lay-offs 
are not of long duration—layoffs of a week or two—they nevertheless 
add to claim loads. 

Mr. Goopwin. The Congressman has also raised the question of the 
picture on the areas. We will be glad to get to you right away an 
up-to-date picture on the areas. It will show there are 50 areas now 
that have 6 percent or more of unemployment. Most of these areas 
are quite small. I think we started out when this group 4 policy was 
put into effect by the Office of Defense Mobilization with 18 areas of 
6 percent or more unemployment. Those are in the major areas— 
which have a city of 50,000 or more population. 

Mr. Love. We have more. 

Mr. Goopwin. I know we have. That is what it was on the 19th 
of May. The number of areas classified was increased to include smaller 
areas with substantial unemployment. In some of the areas the unem- 
ployment goes up to around 20 percent. 

Mr. Hepricx. What section of the country would that be? 

Mr. Goopwin. Mostly in New England in the textile and shoe 
areas. I think the chairman’s city of Providence is 8 or 9 percent now. 

Mr. Bussey. Very frankly, Mr. Goodwin, I get rather frightened 
when I read various reports of how the warehouses are loaded with 
gas stoves and refrigerators ard televisions and various appliances 
and that there is a sizable recession in the country, notwithstanding the 
billions of dollars that we are spending on the defense program. That 
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is more or less verified in your statement here where you say lay-offs 
and reduced workweeks have been reported by a sottah se of manufac- 
turers of such items as television, refrigerators, washing machines, and 
appliances. What frightens me is what would happen to the economy 
of our country if for some reason or other we were successful! in bring- 
ing about agreements whereby we could eliminate a lot of this defense 
spending. 

Mr. Goopwin. Well, the situation as it is now has a very small 
percentage of unemployment. As we tried to point out here, the 
previous estimate that we presented to the committee was abnor- 
mally low. Unemployment is still, as we indicated to you on this 
chart for the coming fiscal year, below 1952 and a little bit below 1951. 

I am not trying to oppose what you say. Certainly, in terms of 
any precipitous break-off of the defense work we will have trouble 
but I do not anticipate we will have such a break-off. 


POLICY ON PLACING DEFENSE CONTRACTS IN LABOR-SURPLUS AREAS 


Mr. Bussey. What is the situation at the present time with regard 

to the surplus labor areas? I had a letter the other day from a party 
out in Illinois that I had written to you about. What has been the 
method under which you have been handling these contracts to put 
them into critical or surplus areas, or recommend that Defense con- 
tracts be put in areas where there is a surplus of labor? 
} Mr. Goopwin. The procedure is that where they have 6 percent 
or more unemployment and meet certain other criteria, we classify 
them as grade 4. We make a certification to the Surplus Manpower 
Committee in the Office of Defense Mobilization for all those areas 
that are in grade 4. All that classification means is that the unem- 
ployment exists. It is when it goes to the Surplus Manpower Com- 
mittee they give consideration to two additional factors: 

First, whether those unemployed in the area are the kind of people 
and have the skill to be used on defense production; and 

Second, are there facilities that can be utilized in that community 
for defense production? 

If both of these questions are answered affirmatively then it is 
certified to the procurement agency with instructions from the 
Office of Defense Mobilization to give preference in the placement 
of defense contracts in those areas. Preference does not mean that 
they will get a differential oa wwe but it does mean that they are 
given an opportunity to meet the low bid. If someone from another 
area receives the low bid, a contractor from the grade 4 area who has 
been certified is given an opportunity to meet it. 

It has resulted in some assistance to these grade 4 areas. How 
much depends pretty largely on the type of facilities that exist in 
that area. We have had difficulty in many of the needs of these 
areas because the facilities were largely textiles or apparel or some- 
thing of that kind where you could not get the desired results in 
placing contracts for those things. 

Mr. Bussey. What a great many people are afraid of in that situa- 
tion is that many concerns that have been making a specified article 
for the defense program are asked for a new bid. They go to work 
and spend the time and money figuring the estimate on the new con- 
tract, then some manufacturer in one of these group 4 areas comes 
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along and while he may have had a much higher bid, he is given an 
opportunity to accept the contract by meeting the other man’s bid. 
Now, what they are afraid of, and I think personally their fears are 
justified to a certain extent, is if that is going to happen there is going 
to be a great many of these people who will say, What is the use of 
submitting any bids? 

Mr. Goopwrin. I am sure that has not been the experience so far. 

There is one other very important item in this group 4 policy. 
That is, there is a general exception for small business. That means 
simply that any small business which is generally defined as a business 
of 500 or less employees, if they have the low bid, they get it regardless 
of where it is located. 

That takes care of special problems in small communities scattered 
over the country. Most of the industries in these communities are 
less than 500. 

Mr. Bussey. Well then, to the extent of the contract, it has the 
possibility of relieving the situation on unemployment in a group 4 
area and increase the unemployment in the area that is not classified 
as group 4. 

Mr. Goopwin. It has that possibility. Yes. Of course, we have 
some areas in the country that can well stand to lose some of the 
business they have. I think some areas are pretty well overextended. 
The policy is designed to help the areas that have the most unem- 
ployment and you cannot do that without diverting it from some other 
place. I think the policy is justified. I think it has not been a 
panacea and it willnot be. It has helped and has been amply justified. 

Mr. Foaarry. It has not helped Providence. 

Mr. Bussey. What evidence do you have that this policy has 
actually helped certain areas? What areas has it helped? 

Mr. Goopwin. Well, it has helped the areas that have had the most 
facilities that could be utilized for the defense program—the areas 
that have been taken off group 4 list include Detroit, Flint, and, I 
believe, Saginaw, and there is one other important area which I 
cannot recall at the moment. You get an idea of the type of place 
where you get the quickest results. They have heavy metalworking 
machinery and plants that can do the things needed in the defense 
program. 

The chairman said they had not helped Providence. It has not 
helped much. It is true they have some metalworking plants up 
there. But they were already doing pretty close to a maximum job. 
When you get into textiles, shoes, and jewelry the problems that arise 
in relating them to what is needed in the defense program is in some 
cases insurmountable and most cases difficult. 


NONRECURRING EXPENSES 


Mr. Mituier. Getting back to these four States that have added to 
the expense by revising their State laws. Are these expenses con- 
tinuing expenses? In other words, it is not because of the changeover 
that they require more funds? 

Mr. Goopwin. Part of that cost, Mr. Congressman, is the transi- 
tional cost but most of it is a continuing cost. I do not know that we 
have a precise breakdown on it but part of the cost is transitional. 
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I would say that the larger amount will continue. It is just a more 
complicated process and it is a process that will continue. 

Mr. Miuuer. As long as the law remains the same the principal 
part of the increased cost will recur year after year? 

Mr. Goopwin. That is true. 


FEDERAL CONTROL OF LAW REVISION WHICH ADD TO COST OF 
ADMINISTRATION 


Mr. Mituer. That brings me to the other point I am interested in. © 


These are laws passed by the various State legislatures in accordance 
with their own dictates. Do I understand that they can, within 
the machinery of the State government, pass laws which will increase 
the cost of administration without any assent on the part of the 
Federal Government? It looks to me as if the State legislature was in 
a position where it could pass a law would increase Federal costs 
without any approval from the Federal side. Is that correct? 

Mr. Goopwin. Well, in a sense it is. But the thing you have to 
keep in mind is that the Federal Government has full control over the 
amount of money.it will pay to the State for administering the law. 
The situation we have got ourselves into is paying for this increased 
cost. When I say “we’’ that means the Federal Government as a 
whole. If we say we are going to draw the line beyond which the 
Federal Government will not go, that ought to be done after we have 
decided where the line should be drawn and after we have given the 
States clear notice of what they can expect in the future. 

Mr. Miuuer. I follow your Pome there. But, on the other 
hand, suppose after the State of New Jersey, New York, and Ohio 
have ‘put into effect this law, the other States come along and say we 
would like to do the same thing, then you say, “No; our policy is 
different now.” We would have a difficult time refusing one of the 
States something we are freely giving another State. 

Mr. Goopwtn. I am not sure we would. 

Mr. Miuier. Wouldn’t we have to take the extra benefits away 
from the other States to be consistent? 

Mr. Goopwin. Yes. We would. But I think that this sort of 
change in law is going to continue to be made in the other States 
and | think that they are going to be financed either by the Federal 
Government or possibly some other resources. 1 think the approach 
to the problem you mention would be for the Federal Government to 
identify certain functions and say,“ We will not pay for these functions.”’ 
That would mean that any State that passed a law that included 
those functions in the future would not receive funds to cover their 
costs. And any State that had these functions as of now would 
have those funds withdrawn after proper notice to them. 


BENEFITS TO FEDERAL GOVERNMENT OF THE NEW STATE LAWS 


Mr. Miter. | think something like that would have to be done. 
We cannot discriminate between the several States. Presumably, 
without going into the merits of these new laws in individual States, 
to them it is an advantage and they want it. They have enacted 
them into law and vet they expect added services, if you like, or more 
expensive services to be given them than was formerly the case. 
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Now, is there any benefit in their new law to compensate the Federal 
Government as such for it? 

Mr. Goopwin. Not directly in a financial way. No. The argu- 
ments used as I indicated a while ago are that this type of law saves 
the trust funds. These trust funds are State trust funds. The 
Federal Government does have an over-all interest in that sort of 
thing but it would not add any dollars to the Federal Treasury. 

Mr. Miuter. The direct benefits, if any, accrue to the State that 
puts it into effect and yet, apparently, the Federal Government has 
to bear the added expense to give them these benefits. Suppose we 
just took the position right here and said, “We have allocated certain 
funds to which all the other States, which were adequate under the 
laws as they have been set up, are entitled. We have no objection to 
your changing your laws. But we will not pay any more money.”’ 

Mr. Goopwin. I think that would be a possible line to take if we 
clearly defined the areas that we will pay for. I think that would be 
a possible way to do it. 

Mr. Keenan. Mr. Goodwin, you might wish to point out that 
several States feel the Federal Government has made a profit on this 
tax. That is an element that is worthy of consideration. 

Mr. Goopwin. Their position would be, Mr. Congressman, that 
they feel the Federal Government has made a profit on the tax of 
about $780,000,000. 

Mr. Kernan. The three-tenths of 1 percent has made that profit. 

Mr. Miuer. | understand that. But that is merely, as I gather 
the information here, if all the States continue at about the current 
level, then there would still be an amount of $63 million a year. 
But it could easily be exhausted. I believe—fully believe—in letting 
the States pass the laws that are desirable and which meet their 
purpose, but I have some doubt in my mind whether they should be 
permitted to increase the over-all expenses out of funds for which we 
are responsible rather than they. 

Mr. Goopwin. I think that is certainly the heart of the question 
that we want to get out in this study with the committee which it is 
now requesting. 

Mr. Bussey. Mr. Goodwin, the two-million-odd dollars requested 
for the States of New York, New Jersey, Pennsylvania, and Ohio, does 
that come out of the funds set up for these particular States or out of 
the general fund? 

Mr. Goopwin. Well, the Congress appropriates it in a total amount 
and we allocate it to the States broken down. That would be approxi- 
mately the way I indicated here in the testimony. It would be 
exactly that way unless there were some changes between now and the 
time of allocation. Congress appropriates it in one lump sum to the 

Department of Labor. 

Mr. Fogarry. Any further questions? 

Thank you, Mr. Goodwin. 


Mexican Farm Lasor ProgRaM—SALARIES AND EXPENSES 


Now, we will go into the Mexican labor program. 

I think, to save time, we will ask that you file your prepared state- 
ment for the record and then if you will briefly go over the main 
points that will be sufficient, for we had extensive hearings on this 
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program back in February. After we held those hearings, because 
of the agreement running out in May and not knowing what the 
agreement would be when renewed, we did not appropriate any money 
for this particular program for 1953. This action was taken with the 
understanding that if the agreement was renewed you would come 
back here for an appropriation to administer the program. So, I 
presume the justifications are very similar but I notice there are some 
changes. We would like you to go into the changes in your verbal 
presentation. 


I understand the agreement was just signed in the past week. 
Mr. Goopwin. That is right. 


Mr. Foaarry. So that is now in effect for another year? 

Mr. Goopwin. Yes. 

Mr. Fogarty. And you have a request for $3 million—about 
$200,000 more than you requested back in February for the operation 
of this program. 

Mr. Goopwin. That is right. 

Mr. Fogarty. At this point we will insert your prepared statement. 
Then let us know the changes that have been made in the allocation 
of these funds that we did not go into last February. 

(Statement of Mr. Goodwin follows:) 


STATEMENT OF Rospert C. Goopwin, BuREAU oF EMPLOYMENT Security, 
DEPARTMENT OF LABOR 


The next request which I should like to discuss is for salaries and expenses for 
the foreign l»bor program. It is in the amount of $3,000,000... You will recall 
that when this committee reported on our request for funds to pay for the admin- 
istration of the employment security program, funds for the foreign labor program 
were deleted because the International Agreement with Mexico wes to expire on 
February 11, 1952. That agreement was subsequently extended to June 30. A 
new agreement effective until December 31, 1953, has just been concluded with 
the Government of Mexico. 

With your permission, Mr. Chairman, I would like to take a few minutes to 
review with the committee the operations of the foreign labor program during 
1952. You will remember that Public Law 78 was enacted on July 12 of last year 
when the growing se2son wes well under way. The first funds to finance the pro- 
gram were made available by a joint resolution of the Congress on August 16 and 
by that time the harvest sezson had started. The timing of those two pieces of 
legislation coming as they both did in the midst of a heavy agricultural season 
set the pattern for the operation of the program. The immediate demand from 
the farmers for crop labor made it necessary to open migration and reception 
centers and recruit, transport, and contract workers while the staffs to run the 
centers were being recruited. As a result, there was a certain amount of con- 
fusion. There was not adequate time to do all of the necessary programing, 
methods and procedures covered only the most essential parts of the program 
and staff training was necessarily kept to a minimum. While this situation 
improved later in the year further improvements are necessary in 1953, for a 
smooth functioning program. Despite the difficulties encountered in 1952 it is 
worthy of note that by the end of this month the Farm Placement Service will 
have brought into the country foreign workers at less cost to the Government 
than any similar program in the past. 

Our appropriation request for 1953 of $3,000,000 is tittle over $1,000,000 more 
than was appropriated for operating the program for a part of 1952. Of the in- 
crease requested about $685,000 is to provide for a full year’s operation of the 
program in 1953 as compared to 10 months in 1952 and to pay for operations at 
what might be considered a more adequate level than was possible in 1952. Let 
me illustrate this latter point. Under the terms of the International Agreement 
we are obligated to promptly settle claims by workers that employers have violated 
their work contracts. To perform this function we had established positions for 
66 compliance officers. However, when the program first started in the fall we 
were unable to recruit and train 66 qualified men. We had to train them in small 
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groups and gradually build up the staff. A little later in the vear when there was 
uncertainty in regard to the renewal of the International Agreement and question 
as to the amount of funds which would be available for the running of the program, 
we hesitated to hire more men even though they were available and qualified. 
Consequently, at no time during the year have all these positions been filled and 
we have averaged about 46 of the 66 positions. As a result there is a backlog of 
work to be done in the compliance field, both in settling disputes and in the pre- 
vention of disputes. This experience is typical of what has happened in other parts 
of the program. The balance of the increase requested results largely from the 
strengthéning of the domestic farm-placement program to assure that American 
jobs go first to American workers, and form a new program to determine prevailing 
wages in agriculture to better enable the Department to discharge fully its obliga- 
tions under Public Law 78. 

The first responsibility of the Farm Placement fervice is to assure that domestic 
labor has preference in referral to job openings in agriculture. To adequately 
fulfill this responsibility, $85,000 will be required to strengthen our domestic 
farm-labor program. This will provide improvement and expansion in our 
programs for the recruitment and placement in agriculture of Indians who live 
on reservations and workers from Puerto Rico. We have made significant inroads 
on these problems but more remains to be done. 

More work must be done, too, in improving the exchange of information 
between areas through increased use and better understanding of the farm-labor 
bulletin program ; in expanding the facilities for the direction of migrants, volunteer 
representatives, day-haul and job-clinic programs; and developing new techniques 
to meet such old problems as the recruitment and the retention of the farm-labor 
force of year ’round workers, work among the underemployed in those areas 
referred to in the Fulbright report, and securing the cooperation of all groups 
interested in or able to contribute to successful mobilization, community by 
community, of the Nation’s farm-labor force. 

$371,000 will be required for the determination of prevailing wages in agri- 
culture. Public Law 78 provides that Mexican workers may not be employed 
if such employment will adversely affect the wages and working conditions of 
domestic agricultural workers. Furthermore, the International Agreement with 
Mexico provides that Mexican workers will be paid not less than the prevailing 
wage for similar employment in the area for domestic workers and requires that 
the Secretary of Labor shall exercise vigilance to insure that such workers are paid 
the wage prevailing in the area. Under the law the United States Government 
guarantees the payment of wages due to a Mexican worker where the employer 
defaults. Fach employer contracting for Mexican labor agrees that the Secretary 
of Labor’s determinations as to the employer’s indebtedness shall be final and 
binding upon him. The Government guaranty and the binding effect of the 
Secretarv’s determination makes it mandatory that accurate facts in regard to 
prevailing wages be made available to the Secretary, to the employer, and to 
the worker. Many farmers, because of the confused situation in respect to 
agricultural wages, have requested the Department to do some work in this field 
to assist them. In carrving out his responsibility the Secretary has an obligation 
to ascertain the current wage rates prevailing for domestic workers in all agri- 
cultural activities in those areas of the United States in which Mexican nationals 
are employed. Such determinations are necessary in order to establish, specif- 
ically and concretely, what wages the employer of Mexican nationals is required 
to pay them under his work contract. These prevailing-wage determinations are 
needed also to establish, in any given instance, the money limits of the guaranty 
by the Government of the United States that it will pay the Mexican worker in 

the event of the emplover’s default. 

The job of establishing prevailing wages falls into several logical parts. First a 
wage rate must be established which will be operative at the beginning of the 
season. It is proposed to set such rates after analyzing historical wage patterns 
for the crop activity and the area involved and holding public hearings in seleeted 
areas. These wage rates will become obsolete after the season gets under way and 
will be superseded by the prevailing’ wage rate. In its simplest form the determina- 
tion of prevailing wages merely involves finding out what farmers are paying to 
domestic workers in a given area for a specific activity. In practice, it becomes 
much more involved: Crop wage areas must be delineated; a system of crop 
wage reporting must be installed; wage reports must be analyzed; prevailing wage 
determinations must be made and notices issued; procedures for adjusting com- 
plaints must be adopted; and provision must be made for appeal to the Secretary. 
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Essentially, the system proposed of gathering facts and drawing conclusions 
with respect to prevailing wages is somewhat mechanical. If such a system is 
to be effective, however, it must be exposed and responsive to the critical analysis 
of interested public, employer, and labor groups that are concerned with the 
wages of farm labor. Since the purpose of the Mexican farm worker importation 
program is to help American agriculture reach its production goals without 
injury to domestic wages and working conditions, means must be found to test 
the effectiveness of the program in insuring the maintenance in wage payments 
to Mexican workers of the prevailing wage scale of domestic farm labor. Such 
means should also afford the Department an opportunity publiely and locally 
to explain its system of prevailing wage determinations and to obtain back- 
ground data directly from local farmers and farm workers that will aid in under- 
standing the local farm-wage structure. 

In-season wage hearings in selected areas are proposed as a device to achieve 
these aims. These hearings would be public and interested employers, workers, 
and public groups would be invited to appear and testify. The hearings would 
be devoted to a major crop and cover several crop-wage areas (an entire State 
or a major portion of a State). 

I think the committee recognizes the importance of the foreign worker program 
in helping to meet our very large crop goals during the coming fiscal year. I 
sincerely hope the committee will see fit to give us the full amount of the request 
as it is needed to adequately meet the needs of the farmers for farm workers, 
and at the same time, to protect the interests of American wage earners by 
insuring that foreign workers will not be brought in where they are not needed 
and by making sure that the foreign worker program is not used in a manner 
that would depress American wages. 


NEW AGREEMENT WITH MEXICO 


Mr. Goopwin. I think the committee might be interested in the 
over-all result of the negotiations we had with the Mexican Govern- 
ment. We had about 30 points that we negotiated with them. We 
obtained our objective on a majority of these. I think, Mr. Keenan, 
we had around 30 points to negotiate with Mexico and we got all but 
5 or 6. 

Mr. Keenan. The total at the end was 32 commitments and tavo 
new points—34 of the changes made in the agreement and all but three 
were things our Government had gone into the negotiations asking for. 
None of them were much in themselves but the sum total was a much 
better agreement. 

Mr. Goopwin. Our commission was headed by the Under Secre- 
tary Mike Galvin and he had able assistance from the Solicitor and 
from Mr. Keenan who represented our Bureau in the negotiations 
which took place. With your permission I would like to call on Mr. 
Keenan for the justification. 

Mr. Fogarty. You go ahead, Mr. Keenan. 


NEW PHASES OF PROPOSED PROGRAM 


Mr. Keenan. The main difference in the request before you now 
and the request in February which vou laid aside because the agree- 
ment was running out on May 11, is that we have asked for more 
funds for wage determinations which are necessary under Public Law 
78 and the International Agreement with Mexico. We must bring 
in these foreign workers at the prevailing wage and we are under obli- 
gation not to depress the wages of American workers. 

It is a very difficult job to determine the wage rates because we are 
faced with making a determination before the season starts. A farmer 
will want to have his certification in for foreign workers 30 to 60 days 
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before the crop gets under way. At that time they are not picking 
cotton and the wage is not established. Yet we have to put on that 
certification a beginning wage rate. Last year we had a lot of diffi- 
culty with it. This year we are proposing two new techniques: 

First, statistical; and 

Second, holding some hearings. 

The statistical process is this: We will get a report every 2 weeks 
from the local employment office in each of the areas where farm work- 
ers are employed giving the current wage rate paid domestic workers 
both by employers taking help from the public employment service 
and those getting help from other sources. From these reports we 
can find out what is being paid the Mexican labor and whether or not 
he is receiving the going wage. 

Second, we propose to hold some preseason hearings in the larger 
farm areas where it is proposed to employ Mexican farm workers to 
determine what the beginning rate should be and at what rate we 
should certify farm workers. All our certificates are worded like this: 
“$2.50 for picking cotton or the prevailing rate whichever is highest.”’ 
We propose having eight or nine of these preseason hearings to de- 
termine the beginning rates. 

We have had a lot of meetings with our Growers Committee and 
our Labor Committee about this problem. This is a new area of 
work for us but it appears that a combination of these two techniques 
will allow us to do a better job. This request is about $200,000 more. 
We were asking $2,800,000 and now we ask $3,000,000. Part of the 
difference is accounted for by the added cost of the determination of 
prevailing wages. It is a much more complicated job than we thought 
a year ago. 

Mr. Goopwin. The amount we are requesting for wage determina- 
tion is $371,000. 

Mr. Keenan. Yes. This item was not in our request before and 
neither were the costs of the Secretary’s Office and the Solicitor’s 
Office. The net effect is a saving over our previous submission. 


INCREASE IN NUMBER OF WORKERS FROM MEXICO 


Mr. Focarty. What about the number of laborers that will be 
employed by these farmers? Has your estimate of that increased 
any? 

Mr. Keenan. It has increased since we believe we will have more 
legal labor and less illegal labor. Last year we brought in 205,000 
Mexican workers legally. Nobody knows for sure how many illegal 
laborers were in the country. Estimates vary from 150,000 to pos- 
sibly 200,000. 

Congress passed Public Law 283 about 2 months ago. It puts the 
penalty on those who harbor, transport, or conceal illegal Mexican 
workers. That will be a great detriment to those who have used 
illegal workers. We figure we will have more legal workers this year 
but the total number will not be substantially greater than last year. 

Mr. Focarry. There will be more legitimate workers? 

Mr. Keenan. Yes. We expect the lower Rio Grande Valley in 
Texas will go more legal. 

Mr. Fogarty. A week or 10 days ago we gave the Immigration 
Service about a million and a half more than the House allowed them 
for the purpose of enforcing these laws. 
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Mr. Keenan. Yes; and the two programs work simultaneously. 
They work on keeping out the illegals and our job is to bring in the 
legals. There must be a practical efficient way to get legal workers if 
the grower is to have an incentive not to use illegal workers. So our 
program works in close cooperation with the Immigration Service. 

Mr. Fogarty. Dr. Hedrick. 


WAGE LEVELS 


Mr. Heprick. As a matter of fact the prevailing wage will be the 
same for each year? It will not fluctuate much? 

Mr. Keenan. There is some fluctuation. 

Mr. Heprick. Due to the high cost of living? 

Mr. Kennan. The impact of Defense employment is very sub- 
stantial in an area around Aiken, S. C., where there is heavy employ- 
ment on the H-bomb plant which is located there. This area has 
a shortage of agricultural workers and the wages are higher due to 
the competition with industrial work. 

Mr. HeEpRick. What is the usual wage paid for picking cotton? 


the season is in full flower. 
Two dollars and fifty cents on an average. When you get into Ari- 
zona the rates are higher The lowest are $2 and the highest $3. 


Mr. Hepricx. And do those workers get the same wages as the 
others? 


Mr. Keenan. Yes. 

Mr. Focarry. The illegal entrants work for about a dollar a day. 

Mr. Keenan. Yes. That situation has done more to depress our 
own wages than anything I know of. 

Mr. Heprick. Has there been a practice of people on this side 
bringing them in for so much money? 

Mr. Keenan. Some come in under their own steam. They wade 
across the Rio Grande river and seek jobs on the Texas and California 
farms. Others have been brought in by labor contractors under 
different devices. Wedo not know too muchabout that. There have 
been some smuggled in on boats with trucks waiting but we think most 
of them come in by themselves. 

Mr. Focarry. There has been a certain group that do it every vear. 
In the Record of June 5, Mr. Rooney, who is chairman of the Com- 
mittee on State, Justice, Commerce, and the Judiciary, put in the 
Record the names of farmers who had been doing this for years. So 
it isnot secret. They all know it and they apparently encourage these 
people to come back. 

Mr. Heprick. I suppose they spend a season with the farmer and 
come back every vear. 

Mr. Keenan. Yes. 


Farm Lazpor SuppLty Revo.vine Funp 


Mr. Foaartry. We will proceed with the farm labor supply revolving 
fund. 

You have a statement, Mr. Goodwin? 

Mr. Goopwin. Yes, Mr. Chairman. 

Mr. Focarty. You may proceed. 
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GENERAL STATEMENT 


Mr. Goopwin. In 1952 the Congress established a revolving fund 
with working capital in the amount of $1,000,000 to finance the trans- 
portation and feeding of Mexican agricultural workers between migra- 
tion centers in Mexico and reception centers in the United States. 
The Congress also provided that this fund would be reimbursed by 
employers of Mexican agricultural workers. Public Law 78 limits to 
$15 the amount which an employer may be charged for transporting 
and feeding these workers. 

Under the agreement entered into between the Government of the 
United States and Mexico in 1952, we have been providing workers 
who have completed their work contracts, with transportation to 
Monterrey, Chihuahua, and Hermosillo, Mexico, instead of returning 
all of them to the city from which they were recruited. 

During the 1951 negotiations to obtain an agreement with the 
Government of Mexico governing the importation of Mexican agri- 
cultural workers pursuant to Public Law 78, the Government of the 
United States was requested to furnish each worker who had completed 
his work contract, with transportation to the city in Mexico from which 
he was recruited. At that time it was pointed out that the $15 fee 
per worker, which the Department could charge the employer for 
providing transportation and subsistence to the worker between the 
migration centers and the reception centers would not support such 
costs. During the course of the negotiations just completed, Mexican 
officials again advanced the proposal that the United States pay trans- 
portation costs to and from all migration centers. We again advised 
the Mexican Government that if this proposal was adopted, the costs 
would exceed the present authorized fee of $15 per worker and would 
deplete the fund. The working capital appropriated by the Congress 
would have to be expended for current expenses. However, it was 
agreed that the proposal to pay the transportation costs of Mexican 
workers from all migration centers in Mexico to the reception centers 
in the United States and return to the migration centers would be 
submitted to the Congress for its consideration. It was emphasized 
that this proposal would not be adopted without the express consent 
and approval of Congress. This request has been submitted in ac- 
cordance with that understanding for the consideration of the 
Congress. 

The estimated cost of operating this program during 1953 will 
amount to $5,545,000 while the estimated operating income will be 
$4,425,000, a deficit of $1,120,000. This deficit could be partially 
financed through the use of $850,000 surplus acquired during 1952. 
However, additional funds in the amount of $270,000 would be re- 
quired for 1953 operations and about $1,100,000 in each subsequent 
year, depending on costs and the number of workers to be contracted. 


PURPOSE OF REVOLVING FUND 


Mr. Foaarty. Mr. Goodwin, I understood this revolving fund of 
$1 million was set up a year ago by the Congress with the under- 
standing that the farmers would be required to pay $15 per worker for 
the cost of transportation and feeding of the workers. 

Mr. Goopwin. Up to $15. 
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Mr. Focarry. Yes. So that this revolving fund would be ade- 
quately reimbursed and the $1,000,000 would be eventually returned 
to the Treasury and it would not cost us anything. From the state- 
ment you have made we have made a profit of about $850,000 by 
charging the rate of $15 per worker. 

Mr. Goopwin. That is right. 


PROPOSED CHANGE 


Mr. Focarry. Now then, this is a proposed change in the arrange- 
ment we have had for the transportation of these workers during the 
past year? 

Mr. Goopwin. That is what the Mexicans request. 

Mr. Fogarty. The change is that now we transport the workers 
from the migration centers in Mexico to the centers in this country and 
then transport them back to these three or four places in Mexico, but 
this proposed change is that you would transport them back to where 
you recruited them which in many cases would be a very much greater 
distance. Is that right? 

Mr. Goopwin. That is the main change. It is deeper in Mexico 
where some are recruited and they want us to pay the transportation 
costs both ways. 

Mr. Fogarty. So that this. would throw.this revolving fund off 
center. It would not be self-supporting. You are asking $270,000 
now in addition to the $850,000 profit vou made? 

Mr. Goopwtn. It would require that. 

Mr. Focarry. And would double the revolving fund and would 
also mean we would need to appropriate about $1 million every 
year to carry out this program? 

Mr. Goopwin. Our proposal here would not double the revolving 
fund. It would keep that intact. But we do propose—— 

Mr. Focarry. No, perhaps technically it would not. 

Mr. Goopwin. We propose to use the $850,000. If the cost were 
kept to $15 there would be a further amount of money or profit real. 
ized this operating season so that the way this figures out, on the basis 
of our proposal, the $1 million revolving fund would be kept intact. 

Mr. Keenan. Just this vear. 

Mr. Goopwin. As I stated before it would require an additional 
appropriation of about $1 million a year after the first year. 

Mr. Mitier. And this year you would use up the accumulated 
surplus? 

Mr. Goopwin. That’s right. We had proposed to reduce the $15 
cost. We made plans to do that. We would not be able to do it if 
we carried through on this proposal. The law contemplates that the 
job be done as economically as possible and in no event should it 
cost more than $15 to the grower. At the outset we did not know 
how our costs were going to run. Our estimates indicated the cost 
would be in the neighborhood of $15 so in view of the fact that we 
have to get the money in advance we charged $15. We have been 
able to shave these costs a little so we have this surplus. We were, in 
fact, going to return that to the growers by reducing the costs. 

Mr. Focarry. Under this proposed change it would cost $1,100,000 
a year for each year after 1953? 

Mr. Goopwin. That’s right. 
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Mr. Fogarty. If we do not give you that money you will just 
continue the way you have been doing in the past. 

Mr. Goopwin. We would hope that in the case the Congress did 
not see fit to do it that Mexico would go along with us on the arrange- 
ment that has existed the last 2 years. 


POSSIBILITY OF REDUCING FEES 


Mr. Focarry. You made mention of the fact that you hoped to 
reduce this $15 fee. I know you will remember when we had the 
third supplemental for fiscal 1952 under consideration we said in 
our report, “It was the understanding of each of the members of the 
committee, when this legislation was under consideration, that it 
would be in most part self-supporting. However, this has proven to 
be far from true. In fact, Federal appropriations are bearing over 
half the cost of the program. Based on testimony of officials of the 
Department of Labor, the committee believes that this reduction is 
the greatest that can be made and still provide for adequate adminis- 
tration of the program as it is now constituted. The committee is 
unanimous in its belief that such steps as are necessary should be 
taken to remove the obstacles in the way of making the program 
more nearly self-supporting to the end that those who benefit should 
bear a greater portion of the cost. That was the unanimous opinion 
of this committee. 

Mr. Goopwin. I would like to talk to this for a minute. Public 
Law 78 makes it very clear that the Federal Government will pay 
the administration costs of the program; that the cost of bringing in 
the workers—the transportation and feeding costs—would be paid by 
the growers. 1 would argue very strongly for not assessing the admin- 
istrative costs back on the employers. The reason is because the 
basic principles of good government require that administration of a 
program should not be dependent upon an assessment from those that 
are served by that program. 

We have.to make a lot of decisions that should be right down the 
middle. We have labor people interested that emphasize one phase 
of the program—and growers that emphasize another. I would not 
want to be in a position where the growers were paying for the ad- 
ministrative costs of this program. I| do not think it sound. Many 
of them. however, would be willing to do it. 

When we were in trouble at the end of this vear because of the 
delay on the supplemental we had offers from growers to pry certain 
administrative costs because they wanted action at once. I turned 
them down because I thought it was not sound. It puts us in a . 
position where we could be accused of accepting favors for the Gov- 
ernment even though it is not personal. It puts us in a bad position 
and we do not think we should be in that position. 

Mr. Bussey. Will the chairman yield? 

Mr. Fogarty. Yes. 

Mr. Bussey. Have you discussed the situation in regard to the 
employers paying part of the administrative expenses with the 
Bureau of the Budget? 

Mr. Goopwin. Yes. We have. It was discussed. 

Mr. Bussey. What attitude does the Bureau of the Budget take 
to that procedure? 
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Mr. Goopwin. This was discussed over a year ago and my recollec- 
tion is that they just assumed that the administration would be a 
regular function of government and the costs would be financed by 
appropriations just like any other part of the Bureau of Employment 
Security. I do not think they really gave serious consideration to 
charging that back to the employer. 

Mr. Bussey. In other words, generally speaking, they took the 
attitude the same as you do that that is an administrative cost and 
should be borne by the Government? 

Mr. Goopwin. Yes. 

Mr. Dopson. The Department and the Budget Bureau interpreted 
the law to mean that no worker shall be made available under this 
arrangement unless such employer enters into an agreement with the 
United States which provides that he shall reimburse the United 
States for transportation and subsistence expenses, and this is the 
point, not including salaries or expenses of any department or agency 
personnel required for this program. 

So far as the Budget Bureau and the Department are concerned it 
excluded the payment of any expenses pertaining to the Department 
or agency personnel. We decided that the law contemplated that 
such expense should be paid from appropriated funds. 

Mr. Bussey. I have in mind title 5 of Public Law 137, the inde- 
pendent offices appropriation bill for 1952 in regard to various agencies 
charging fees and expenses. 

Mr. Dopson. This has not been a subject under discussion as a 
result of that particular law between the Department and the Budget 
Bureau. 

SCREENING OF WORKERS 


Mr. Hepricx. Mr. Goodwin, I have never been exactly satisfied 
about the screening of these people. Are they examined for lice and 
possible sources of infection? Is that being done satisfactorily? 

Mr. Bussey. Off the record. 

(Discussion off the record.) 

Mr. Keenan. The examination is done at the migration center in 
Mexico. 

Mr. Goopwin. Dr. Gregg is here from the Public Health Services. 

Dr. Greaa. I do not believe we can answer the question respecting 
foot-and-mouth disease. The claim has been made that the organism 
of the foot-and-mouth disease is carried on the clothing. We do not 
examine that in any traveler or anyone else who comes out of Mexico. 

Mr. Heprick. The farm worker might be more contaminated with 
that because he has been working around cattle. It seems we are 
taking an awful chance. 

Mr. Goopwin. These processes they go through—when I was out 
there and saw what they put them through I thought it was pretty 
thorough. Will that kill the foot-and-mouth disease if they have the 
carriers on their shoes and clothing? 

Dr. Greaa. It is a delousing with DDT powder and would not 
destroy the organism of foot-and-mouth disease. 

Dr. Greaa. The exclusion of foot and mouth disease is under the 
Department of Agriculture. I do not know whether we have workers 
coming out of those areas. 

Mr. Goopwin. They regard the danger as largely over. 
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Mr. Keenan. Yes. 

Mr. Hepricx. | am glad to know they have dealt with that point. 
How about intestinal parasites, rimgworm and others? 

Dr. Greaa. They are not examined for that. 

Mr. Hepricx. The feces are not examined? 

Dr. Grease. No. 

There is an examination by Mexican doctors who are under con- 
tract and they inspect them for any lesions and examine the various 
body orifices but we do not do laboratory work for parasites. The 
costs for that would be pretty high. It would not be justifiable. 

Mr. Hepricx. How do they screen them for tuberculosis, for 
instance—other than active cases? 

Dr. Greac. The first examination in Mexico is with a stethoscope. 

Mr. Hepricx.* Not X-ray? 

Dr. Greea. On arrival at the border they are all examined by 
X-ray. We are excluding those with suspicious lesions. 

Mr. Heprickx. You do not make a blood test—a Wasserman? 

Dr. Greeae. We do not except for those that appear to be infected 
with disease. We would like to test all of them but the cost would 
run about 75 cents per person, I believe. We have submitted esti- 
mates on it. We did some sample testing last year and found about 
12 percent on the tests we made. 

Mr. Heprick. That is not high. 

Dr. Greaa. Well sir, I do not believe more than a fraction of these 
would be considered infectious. We followed up on these and treated 
them. If we did all of these test on all laborers the costs would run 
into hundreds of thousands of dollars. The laboratory costs would 
be terrific and we have had no evidence of any outbreaks of parasitic 
diseases from Mexican laborers in the southwest. 

Mr. Heprick. If you got a typhoid carrier he might infect the whole 
community. 

Dr. Greaa. That is right. We picked up a suspected case last 
week at El Paso and undoubtedly some of these people are typhoid 
carriers but there have been no outbreaks that | know of by labor 
brought into the country there. 

Mr. Heprick. You think all precautions are taken that are neces- 
sary? 

Dr. GreaG. Within practical limits. I believe the program is good. 

Mr. Denton. What { do not understand is that when we put a 
million dollars,into the revolving fund and that was to pay the trans- 
portation and subsistence of the workers recruited; and now, do I 
understand that that million has been collected from the men who 
employed the Mexican laborers at $15 apiece—plus $850,000 more. 

Mr. Goopwin. $850,000? The million dollars is the revolving 
fund—a working capital. 

Mr. Denton. You collected that back and $850,000 more? 

Mr. Goopwin. That 1s right. 

Mr. Denvon. And this additional cost will run how much a year? 

Mr. Goopwin. It would run $1,100,000. 

Mr. Denton. And you would collect back from the farmers about 
how much under this program? 

Mr. Goopwin. Under the present law we cannot collect more than 
$15. 

Mr. Denton. How much do you estimate that will be? 
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Mr. Goopwin. There has probably been in the neighborhood of $2 
to $3 profit involved in the $15. 

Mr. Love. On the present method of operation it has been about 
$4 and next year about $2. 

Mr. Denton. $2 profit on the $15? How much more per man 
would it take to take them from the reception centers back to where 
they came from? 

Mr. Love. About $7. 

Mr. Denton. So you would have to raise the fee to about $20 to 
take them back. 

Mr. Love. Yes, sir. 

Mr. Denton. Why should the public generally pay that bill? 
Why should not the people who get this service pay for it? 

Mr. Goopwin. That would be one way of doing ‘it, to change the 
law. We bring it in here because that would require a basic change 
in law to do it. 

Mr. Denton. I appreciate that. But, of course, under the law, 
the farmers and the growers, as you call them, are to pay for their 
subsistence and transportation not to exceed $15. 

Mr. Goopwin. That is one of the costs the law contemplates. 

Mr. Denton. I think that is all. 

Mr. Fogarty. Thank you very much, Mr. Goodwin. 


FEDERAL SECURITY AGENCY 
AMERICAN Printing House ror THe Biinp 


WITNESSES 


FINIS E. DAVIS, SUPERINTENDENT 
H. A. STEPHENS, BUDGET OFFICER, FSA 


Mr. Focarry. The committee will come to order. 

The committee has before it this afternoon Mr. Davis, the Superin- 
tendent of the American Printing House for the Blind. 

Mr. Davis, do you have a statement for us this afternoon ? 

Mr Davis. Yes; I do have a statement. I suppose Mr. Stephens 
will file the more detailed report with the committee. 

Mr. Sterwens. Yes. The committee has the report. 

Mr. Davis. Then I should like to express appreciation for the op- 
portunity of coming oefore the subcommittee in support of this sup- 
plementary appropriation which in turn if approved, will mean addi- 
tional funds for proper education of children in schools and classes 
for the blind throughout the United States. 

I think, since the detailed justification has been submitted, with my 
assistance in cooperation with Mr. Stephens, I should like to more 
or less summarize the main points. 

Mr. Foearry. That will be quite all right. 

Mr. Davis. The supplementary request under this heading repre- 
sents a $90,000 increase over the original appropriation of $115,000 
for this purpose for the fiscal year 1953. 

Such increase has been made possible through the passage, on May 
22, 1952, of Public Law 354, Eighty-second Congress, chapter 321, 
second session, H. R. 1499, being an amendment to the basic act to 
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promote the education of the blind and increasing the ceiling of the 
annual authorization to $250,000, plus $10,000 in perpetuity. 

The additional $90,000 supplementary appropriation would make 
the total appropriation to the American Printing House for the Blind 
only $215,000 (out of the $260,000 authorization) for the 1953 fiscal 
year. 

Since 1942, there has been a total average increase of 107 percent 
in the cost of material alone. In addition, direct labor costs in proc- 
essing these materials have advanced during the same period from 
an average of 63 cents per hour for manufacturing employees to 94 
cents an hour—or approximately 50 soinganes 

In January 1950, only 5,757 children were registered in our then 
81 schools and classes for the blind for the purposes of the act. 

In January 1952—the basis for the 1953 allocations—a total of 
6,343 children in 88 schools and classes have been registered—an in- 
crease of 586 children, or more than 10 percent in a 2-year period. 

This increase is due primarily to a new cause of blindness—retro- 
lental fibroplasia, an eye condition often accompanying premature 
births and usually resulting in total blindness. 

No cure for this disease has as yet been found, and the number of 
children is increasing each year in very large proportions. It is 
estimated that our schools and classes will be faced with at least 75 


-to 100 percent increase in their populations during the next 5 to 10 


years, principally in the primary grades. 

For the past several years, it has been impossible for the Printing 
House to supply needed materials because of the inadequacy of the 
funds under the act. At the present time, numerous long orders for 
books and mechanical aids are simply being kept on file at the Ameri- 
can Printing House until such time as the money is in hand to cover 
the cost of manufacture, even though the need 1s so great that some 
classes have no books at all in some subjects, while others may have 
only two or three copies to serve 10 or 12 students. 

The total of $215,000, including the supplementary $90,000 appro- 
priation being requested herewith, represents a per capita expenditure 
of only $33.89 Federal funds per blind pupil, as compared with an 
average per capita expenditure of about $1,825 per blind pupil out of 
State and local funds. 

Now, the 1937 and 1938, when our last. increase in authorization 
was made available, the per capita was $19 to $20 for the Federal 
Government and at that time, the State and local governments were 
only paying $708. You do see the increase of the local and State 
agencies and the Federal has stayed about the same. 

In the light of the above facts, it is respectfully requested that a 
supplementary appropriation to the American Printing House for 
the Blind, under the act to promote the education of the blind— 
Federal Security Agency—be granted in the amount of $90,000 for 
the 1953 fiscal year. 

Mr. Foearry, Thank you, Mr. Davis. 

Do you have with you a copy of Public Law 354? 

Mr. Davis. Yes: I do have. 

Mr. Focarry. Will you read that, please ? 

Mr. Davis. Yes, sir. 

Mr. Foearry. That was approved by the Congress on May 22 of 
this vear? 
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Mr. Davis. Yes, sir. [Reading :] 


To amend the act approved August 14, 1919, as amended, providing additional 
aid for the American Printing House for the Blind being enacted by the Senate 
and House of Representatives of the United States of America in Congress 
assembled that the act entitled and provided for additional aid for the American 
Printing House for the Blind, approved August 14, 1919, as amended is hereby 
amended to read as follows: “That for the purpose of enabling the American 
Printing House for the Blind to adequately provide books and apparatus for 
the education of the blind,” there is hereby authorized to be appropriated annu- 
ally, to wit: In addition to permanent appropriation of $10,000 made in the act 
entitled “An act tto promote the education of the blind” approved March 3, 1879, 
as amended, the sum not to exceed $250,000, which sum shall be expended in 
accordance with the requirements of said act to promote the education of the 


blind. Approved May 22, 1952. 

Mr. Focarry. So the total authorization is now $250,000 ? 

Mr. Davis. It would be $260,000 including the $10,000 permanent 
appropriation. 

Mr. Focarry. I see. 

Mr. Davis. Since 1879. 

Mr. Fogarty. What did you ask the Bureau of the Budget for? 

Mr. Davis. $90,000. 

Mr. Focarry. That was what they allowed you? 

Mr. Davis. Well, that is what we are asking for. 


Mr. Focarry. That was the estimate given to the Bureau of the 
Budget ? 


Mr. Sreruens. That was it. 

Mr. Focarry. And you state that the cost of materials has risen, 
since 1942, 107 percent ? 

Mr. Davis. Yes, sir. 

Mr. Foeartry. And labor and so forth about 50 percent. 

Mr. Davis. That is true. 

Mr. Focarry. Dr. Hedrick? 

Mr. Hepricx. Do you employ many blind in the Printing House? 

Mr. Davis. Yes; we do. We work as many as we can officially. 
However, our primary purpose is not the employment line; it is to 
provide the literature and educational materials necessary for proper 
education. 

Mr. Hepricx. But you do employ them? 


Mr. Davis. Oh, yes; and other types of handicapped persons as well. 

Mr. Hepricx. This school is how old now? When was it estab- 
lished ? 

Mr. Davis. The Printing House was established in 1858. 

Mr. Hepricx. And it has been in active use ever since? 

Mr. Davis. Yes, sir. 


During the Civil War, it was certainly limited, but it was in 
existence. 


Mr. Hepricx. Has it gradually grown so, getting a little larger all 
the time, or does it say about the same ? 
Mr. Davis. Yes; itis growing some. Right now we are having larger 


enrollment of children in classes of blind and we do work for the adults 
also. 


Mr. Heprick. How many employees do you have? 
Mr. Davis. Perhaps around 200. 
Mr. Heprick. Quite a large organization. 


Mr. Davis. Yes; it is. It is the largest in the world and we are 
looking to it more or less for leadership. 
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Mr. Heprick. Does any foreign country get materials from your 
printing house ? 

Mr. Davis. Yes; we do some work for foreign customers, and we 
produce a great deal of mater ial—not material, but I would say equip- 
ment. We set up printing presses in other countries. 

This equipment is constructed by us because it is not available com- 
mercially; there is not any place you can get it. We have to manu- 
facture our own equipment and design our own equipment. 

Mr. Heprick. You say blindness is gradually on the upgrade? 

Mr. Davis. It is now. 

Mr. Hevrrcx. And that is due to this condition of birth which you 
have described ? 

Mr. Davis. I would say that is one thing and I would say another 
thing, and that is that it is not unusual in the publie school that it is 
on the upgrade now. 

Perhaps our blind enrollments are increasing in keeping with such 
in the public schools. 

Mr. Heprick. That is all, Mr. Chairman. 

Mr. Foearry. Mr. Denton ? 

Mr. Denton. You say it was established in 1858 ? 

Was it Government- or State-owned ? , 

Mr. Davis. It was a nonprofit organization. 

Mr. Focarry. It is still private and nonprofit? 

Mr. Davis. Yes, sir. 

Mr. Denton. The Government did not participate in its support 
until 1879? 

Mr. Davis. That is true. 

Mr. Denron. That is all, Mr. Chairman. 


Mr. Focarry. Mr. Busbey 4 
Mr. Bussey. No questions. 
Mr. Miuuer. No questions. 
Mr. Foearry. Thank you very much, Mr. Davis. 
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PayMENtTs TO ScHoou Districts 


Mr. Focarry. The committee has before it this afternoon the Office 
of Education. The first item we have to take up is the payment to 
school districts. I understand, Dr. Lillywhite, that you are going to 
present the nec statement on this?” 

Mr. Lintywuire. I think that is true. 

Mr. Fogarry. You may go right ahead. 
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STATEMENT 


Mr. Littywuire. The request is for $11,570,000 for payments to 
school districts under Public Law 874 for the 1952 fiscal year. 

The present amount appropriated is $40,000,000; and is sufficient 
to pay approximately 76 percent of the entitlements that the districts 
have. 

Mr. Chairman, when we started the program, the bills were passed 
late in 1950, and we had available then to make an estimate as to the 
cost of the program the studies made by the House subcommittee that 
investigated this problem throughout the country. As you know, a 
request was made for $23,000,000 for the 1951 fiscal year. 

Now, those laws were passed late in September and early in October. 
We had had no exper ience in their administration. 

Mr. Foearry. That was in 1950? 

Mr. Lattywuire. Yes, sir. 

At that time we just had our applications forms ready to send out 
to get started, yet we had to make preliminary estimates for the 1952 
fiscal year. We had not received much of anything from the field. 

Before we knew how this thing would work and befcre we knew 
what the defense expenditures were going to be, we had to send out 
the preliminary estimates for 1952 fiscal year. 

We had an estimate of 900 eligible applications for 1951 fiscal year. 
As it turned out, and as we testified to you last year, we had over 
1,200 applications submitted, of which 1,183 were determined to be 
eligible for assistance. 

That was compared with the 900 estimate the committee had made 
in its studies. You could not cut off the applications until June 30, 
the end of the fiscal year; so we accepted applications up until the 
end of the year, and we came out with 1,280. 

The best estimate we could make at that time is that we would be 
$6,000,000 short for the fiscal year. We appeared before you and you 
authorized the additional $6,000,000; by the time we had gotten over 
to the Senate side, we had been able to tabulate the applications that 
were in; and we thought $5,700,000 would be sufficient; and they 
appropriated that amount. 

We actually ended up for the 1951 fiscal year 4-percent short. We 
had over $29,000,000 appropriated ; and it took a little over $30,000,000. 
We had enough money to pay 96 percent of the entitlements. 

Now, we were forced to make the estimates for 1952 and come before 
your committee last year before we had determined the entitlements 
for 1951. Our best guess at that time when we testified before your 
committee was that there would be an increase of 10 percent in the 
number of children and an increase of 10 percent in the cost per child 
over the 1951 fiscal year. 

So the estimate was $40,000,000; and that was the amount which 
the Congress allowed for the 1952 fiscal year. 

We thought that most of the school districts that were eligible had 
applied in the 1,287, but the increase in the number of children would 
be a larger number in these same areas because there was increased 
defense activities. There were housing projects being constructed. 

We also set a cut-off date of March 31 for receipt of applications this 
year, and no application could be received after that date. 
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-Now, the reason for the cut-off date was that, rather that wait 
until right at the end of the fiscal year and not know how many dis- 
tricts were going to apply, we thought we would have a 3 months’ 
head start. We also thought that if we did that late enough in the 
fiscal year, that if there was any impact that came on, they could 
be covered and we would not leave any school district stranded with 
a large impact and not have a recourse to make application. 

So we set March 31 for the 1952 fiscal year applications, and counted 
up as of midnight that night, and we had 1,889 applications submitted. 
We had 1,283 the year before, of which 1,183 were determined to be 
eligible. 

We immediately made the best estimate possible that we could of 
the entitlements of the 1,800 applications—three or four or five hun- 
dred of them received the last week—in order to notify the Bureau 
of the Budget before it got too late in the year. 

The best estimate we could get at that time was that the cost of the 
program would be over $51, 000,000 for this fiscal year—$51,570,000, 

So the supplemental request that is up here is for $11,570,000, which 
is the difference between the $40,000,000 appropriated, is the best 
guess that we could make as of that time as to the amount that would 
be required. 

Now, a little bit of the information as to how good our guess was 
at the time before is in the justification submitted to you. Table 1 
gives you some significant information. 

Our guess of the year before did not pan out as to the number of 
applications. We increased 50 percent over what we thought we 
would get. 

For section 3 (a), those children who live on Federal property, 
there was an increase of 49 percent in the number of children. The 

rate per child increased less than 1 percent. 

The entitlement because of the increased number of children 
jumped 50 percent—from $5,900,000 to $8,900,000. 

Under section 3 (b), that is, the children whose parents are em- 
ployed on nontaxable property located in the same State, the number 
of children went from 390,000 to 537,000 in these applications. That 
was an increase of 37 percent; but the rate per child increased only 
9 percent. 

Section 3 (e) is what we call the State-aid-lag payments. Most 
States pay on the average attendance of the preceding year; and if 
they got a bunch of children this year, they don’t have anything to 
buy desks and supplies for them or pay the new teachers for them. 
So the law provides for payments of the State-aid lag. There was 
very little of that the year before, but these new children coming into 
an area greatly increased that. It goes up from 36.881 to 48.991. 
I mean it increased percentagewise 32 percent; and the rate per child 
there goes up because of the different States in which the children 
were that were eligible for State-aid-lag payments. 

For the net entitlements on section 3, there was an increase of 74 
percent, largely due to an increased number of children and very 
little of it due to increased cost per child. 

Section 4 (a) provides payment to school districts that have had 
an increase due to Federal activities not connected with nontaxable 
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property of 10 percent of the average for the preceding 3 years’ aver-. 


age daily attendance. 

We had very little section 4 (a) the first year. Last year, as you 
can see, we had entitlements of $271,000 on this section. This year, it 
was roughly $2,000,000. That again reflects the new impact—new 
children coming into these districts. 

The section (4) (b) entitlements are what the committee referred 
to as picking up the backlog since 1939. 

The entitlements go down 25 percent this year over last year. You 
cannot have any new ones. There were one or two the year before 
that were eligible. But virtually, there was a decrease of 25 percent. 

Section 4 (a) entitlements increased and section 4 (b) decreased, 
which amounts to a net increase of 4.8 percent. 

Now section 6 is the case where the Commissioner provides school 
facilities for children living on Federal property where no State or 
local education agency is able, because of its State laws or because of 
its financial condition, to provide for those children. Last year the 
Army and the Navy and the Air Force and the other Federal agencies 
had the money appropriated directly to them so we didn’t have to 
do it except in one or two cases where the contract was not closed by 
the time our law was passed. 

We paid $75,000 under section 6 last year but $3,300,000 is esti- 
mated for section 6 this year. 

We have come up then with a total increase of from $40 million to 
$51 million largely on account of the expanded defense program. 


EFFECT OF INCREASED DEFENSE EXPENDITURES 


Defense expenditures increased about 96 percent from last year to 
this year, most of which would be reflected directly in increased num- 
ber of children in defense or federally-affected areas. 

Mr. Focarry. Do you mean this 96-percent increase in military ex- 
penditures threw your estimates off? You mean you didn’t know in 
1951 that that increase was coming? 

Mr. Littywuirr. We knew that there were appropriations, but 
we did not know what the actual rate of expenditures would be. I 
don’t think this 42 is actually a firm figure. I think it is the estimated 
figure. 

Mr. Focarry. But you don’t mean to imply that the appropriations 
were increased 96 percent. 

Mr. Littywuire. This is defense expenditure, sir. That is the 
figure that was given us by the Bureau of the Budget for actual ex- 
penditures for defense purposes in the two fiscal years. 

Mr. Focarry. Well, there is quite a difference. What I’m trying 
to get at is simply that we are talking about the rate of expenditures, 
uot the rate of appropriations. 

Mr. Litywnire. That is correct, sir. 

Mr. Fo:arry. So we appropriated so many billions of dollars in 
1950 and in 1951. Some of those billions were not expended that year ; 
but they were obligated and earmarked for programs that were in the 
planning stage. So the Federal agencies knew that they would result 
in expenditures. 
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Mr. Littywntre. I didn’t mean to imply that they were appro- 
priations. Our program is affected by the actual war contracts, or 
more military men 

The Cuamman. What I am getting at now is, couldn’t you foresee 
a year ago that since this money was available and had been appropri- 
ated by Congress, that it was going to be expended ? 

Mr. Litiywurre. Perhaps we are at fault and should have been 
able to see it. I have to repeat again that the preliminary estimate of 
course was made before Christmas in 1950 for the 1952 fiscal year, so 
it would be included in the President’s budget message. 

Mr. Focarry. When you make a point of military expenditures or 
defense expenditures, whatever you want to call them, having 1n- 
creased 96 percent, to me, that doesn’t mean anything so far as this 
particular justification is concerned. Maybe they have. So what 
does that indicate ? 

I think you people should have known that we appropriated so many 
billions in 1951 and in 1950, and they were going to be expended, not 
all in 1 year, but commitments had been made for the expenditure of 
these billions for defense. 

Mr. Liuiywnite. Well, I think that is true, and we probably are 
at fault. 

The actual rate of expenditures is determined, I presume, by how 
fast the planning can be done, by how much is available in the way 
of critical materials; and it is the actual expenditures, regardless of 
the appropriation, that results in more men going into shipyards and 
more men going on military bases; and that reflects in our program. 

I wanted to say another word about this bill—Public Law 874. 

We accepted applications and took the estimated number of children 
in each of these sections. There are five separate sections in which you 
estimate the children. As the applications come in, you analyze them, 
and make the best judgment you can as to how accurate the data 
reflects what is going to happen during the year. Then, at the mid- 
term, another report is sent to us showing the actual situations through 
midterm. We try to make the payment as soon as we can based on the 
preliminary data. Then the final entitlement is determined after the 
end of the year and the final reports come in showing average daily 
attendance in the schoo] districts, the financial conditions in the school 
districts, and the average attendance of the federally connected 
children. 

Well, since we didn’t get all the applications in until June 30, it 
was 2 or 3 months before we had a chance to analyze those applica- 
tions and review the final report to know what the actual total would 
be in the 1951 fiscal year. We actually still made payments after 
Christmas of this year for last fiscal year. 

Now, with the very nature of the act itself, you cannot pay the 
school district the final payment until after the end of the fiscal year. 
Well, it does put you in an awful position. If the local school dis- 
tricts guess wrong as they did, because we had to ask for $6,000,000 
last year, and that wasn’t enough, we are in a pretty difficult. position 
trying to estimate for 1,200 different districts. 
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ENTITLEMENTS AND RELATIONSHIP TO PAYMENTS 


Mr. Focarry. What do you mean by the word “entitlement” ? 

Mr. Lattywuire. The entitlement is based on the specific provisions 
of the act which says the school district is entitled to the full local 
contribution rate as shown by comparable school districts for each 
child who lives on Federal property—nontaxable Federal property. 

The local contribution rate is the total cost of educating the child 
minus the State aid—the amount put in by the State. 

Mr. Focarry. Is there anything in the basic act that requires the 
Federal Government to provide 100 percent of the entitlement? 

Mr. Littywuire. No; there is not. The act says if there is not 
enough money to pay the entitlements of eligible districts, the amount 
should be aes and we have prorated it down 

Mr. Focarry. So, if you did not get this $11,570,000 that would 
mean you will pay 76 percent? 

Mr. Littywurrr. It is approximately 76 percent. 

Mr. Focarry. Of these school communities entitlements ? 

Mr. Lattywuirr. That is correct. Last year we only paid 96 per- 
cent. Even the supplemental did not make enough; so we prorated. 

Mr. Focarry. When you appeared before the committee, you said 
that $6,000,000 would pay 100 percent. 

Mr. Littywuire. That is correct, sir. 

Mr. Focarry. And the committee gave you the $6,000,000. 


Mr. Littywuire. We actually cut it by $300,000, And we still were 
a million short. 


EFFECT OF FEDERAL ACTIVITIES IN INCREASING LOCAL INCOME 


Mr. Focarry. Now, I have talked about this before. It seems to 
me that in many of these areas where defense contracts have been 
let, or a new air base or defense plant has been built, that the local 
community and the State get considerable return on the Federal Gov- 
ernment’s investment. More people working increases the total in- 
~ come; the local and State taxes. Real estate goes up and so, often, 

real-estate tax collections go up. Did you ever take into consider- 
ation that kind of impact on the economy of the State and locality. 

Mr. Latuywnuirte. We are not permitted under section 3 to consider 
these factors. Under section 2—and section 4—section 4 (a) and 
4 (b), we can and do consider them. 

You do not make a payment to the school district unless there is 
removal of land from the tax rolls, or a large and sudden influx of 
people have caused or will cause an undue financial burden, and the 
school district is using due diligence in levying and collecting taxes 
and availing itself of all of the revenue available to it. 

Now we make that determination under the three sections in which 
we are permitted to do it. In quite a number of cases, we did not 
pay any money for the section 4 children, because there was no undue 
financial burden. In some cases, we have paid it. 

Mr. Focarry. Well what about, say, some of these areas surround- 
ing Washington, like Alexandria or Arlington and these nearly dis- 
tricts in Maryland 

Mr. Littywnire. Those school districts did not receive any pay- 
ment for their section 4 children, They have no undue financial 
burden. 
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Under section 3, we have no alternative, sir; you pay the section 3 
amounts. There is no alternative. You cannot inquire into the 
financial burden. You count up the number of children who work in 
the Pentagon and live in Arlington County—live in taxable homes, 
and get one-half of the rate for a comparable school district. 

Now, the children living in Fort Myer or Fort Belvoir—that is the 
full rate, because the children are living on nontaxable Federal prop- 
erty. We have no alternative under section 3; we have an alternative 
in Public Law 815, section 202 (c), which is comparable to section 4 
in Public Law 874; and we have denied any entitlements under section 
202 (e) of Public Law 815 or any entitlements or payments under 
section 4.0f Public Law 874 for any areas surrounding Washington. 


STATE RESPONSIBILITIES 


Mr. Fogarry. Have you people in any way attempted to get the 
States to pay more of their share on this entire program / 

Mr. Littywnire. We have worked directly with the States in the 
administration of this program. And many of them have increased 
their State aid. I don’t know that I could say we have done that 
directly—that we have gone directly to them and asked for this change 
in their State financing systems to include more of this Federal bur- 
den—or this burden in federally affected areas. 

We have worked very diligently in a number of places and have 
succeeded in getting some recognition of State responsibility for those 
children who live on Federal bases and where the State had excluded 
them from the benefits of the State education system. Actually, some 
of the State laws have been changed. And some changes are being 
considered now to accept those children and pay the State-aid share 
for them. 

We have done some work on that score. 

Mr. Harris, would you have a comment on that? 

Mr. Harris. An effort has been made and has been successful, 
particularly with four States that I recall in which it had been the 
practice of the State to require a full tuition payment for all children 
living on what they term ceded Federal properties. Either the Fed- 
eral Government had to pay the full cost of education of those children 
in the public-school system of the State or the parents had to pay the 
cost in terms of tuition. 

And in the case of four States, the State has made the necessary 
changes either in State law or in interpretation of the State constitu- 
tion or laws so that the State now contributes its regular share toward 
the cost. of educating those children and the local district assumes the 
responsibility for their education with such entitlement as they have 
under Public Law 874. 

DURATION OF PROGRAM 


Mr. Fogarty. Now, how long is this program going to last? 

Mr. Litnywnire. Public Law 874 was set up for 4 vears; and I 
think the record will show that the program is intended to be a perma- 
nent continuing program, and that the 4-year period was set up to 
permit the appropriate committees to review it, find out what is wrong 
with the bill in light of the experience and make the necessary changes 
to make it what the Congress considers to be a working program. 
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Public Law 815 ends June 30, as far as obtaining entitlements are 
concerned, that was picking up the backlog since 1939. 
They gave 2 years to file applications. And those 2 years are up 
June 30; There is one additional year for appropriations and one 
tinal year to complete construction. 
Mr. Foaarry. That is Public Law 815. But do you think Public 
Law 874 is going to be a continuing program ¢ 
Mr. Liattywuire. I don’t know whether it is or not. The record I 
believe will show what I said. 
Mr. Sreruens. It reads “for 4 years—1951, 1952, 1953, and 1954.” 


NEED FOR TIGHTENING UP PROGRAM 


Mr. Littywuire. Amendments are now before the House commit- 
tee as they were last year. They passed both the House and the 
Senate. They did not eventually become law. We have gone a little 
further in the amendments this year than we did last year. We feel 
that there is some tightening up that needs to be done. 

Mr. Fogarty. I think so, too. 

Mr. Littywuire. Quite a bit of it needs to be done, and we have 
provided for tightening up in the amendments; whether they will 
become law again is a question. 

But we have eliminated what we call the State aid lag—the section 
3 (e) payments—as a matter of right. And we have made it possible 
to pick up a new impact under another section if they need it but don’t 
pay simply because it is a matter of right; you pay only when they 
need it. 

We have changed the provision of the act-—Congressman Busbey has 
been interested in this—to put the large cities on exactly the same basis 
as the other cities; but we have provided in the amendments some- 
thing that we think will tighten it down substantially. The school 
districts have to have 3 percent of the children in either of these 
categories to be eligible for assistance. If the school district ran 
around 214 percent, it was not eligible. If it got a few more children 
and made the 3 percent, then it became eligible for the whole amount. 
And if you could gerrymander a little bit or get a few families to 
move in, then you became eligible for the whole thing, beginning with 
zero percent and on up. 

We have made provision this year that the school district absorb 
the first 3 percent without payment. Once it gets the 3 percent, then 
it is eligible for payment only for those above, not for all of them back 
down to zero. 

We have made some calculations based on this year’s data and last 
year’s data—a fifth of all the cases. And we feel that that provision 
will reduce the cost of the program by 15 and 20 percent. We have 
got the actual tabulations on them. Now, that is reducing the cost as 
it stands of this year. If there are increased defense expenditures 
and more children, I don’t know whether there are any other specific 
amendments to tighten it up; but we have gone quite a long way in 
trying to tighten it. 

Mr. Foeartry. Dr. Hedrick? 
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POSSIBLE FURTHER INCREASES IN APPLICATIONS 


Mr. Hepricx. Do you think nearly all of these areas that are eli- 
gible have submitted applications or are there some more still to be 
made ¢ 

Mr. Littywuire. I don’t think there are any more this year. 

Mr. Heprick. How about next year! 

Mr. Littywurire. I think there may be some additional areas next 
year. 

We have data from the housing ageney in which the programed 
housing under Public Law 139 which Congress passed last year is 
reported. Every now and then, we get a new critical defense area de- 
clared. In some of them, there has been no activity before; in other 
cases, there has been some defense activity but they are just building a 
new batch of houses. I don’t know whether there will be very many 
more but there are some of them. I think the Army has authority 
to build 40,000 more Wherry housing projects next year and 40,000 
the succeeding year. Virtually all go to military bases or close to 
them. It brings in that many more children. 

I don’t know what the exact increase will be or what to expect, but 
there will be some increase next year in the number of applicants. 

Mr. Heprickx. You think this thing may go on for two or three more 
years ¢ 

Mr. Lintywuire. We are trying to get some estimates now to show 
what will be needed after this year on the amendments that I spoke 
about. What the amendments last year intended to do—they cut off 
the Public Law 815 payment for construction and provided for con- 
struction on an entirely different basis in critical defense areas. And 
that is provided for two additional years. Now, that is in accord- 
ance with the program of the President; and I assume that they 
expect—and we certainly expect—that there will be increased defense 
expenditures in these defense areas for two additional years after 
this June. 

FINAL DECISION ON ELIGIBILITY 


Mr. Hepricx. Now, who finally decides whether an area is eligible 
for assistance or not? 

Mr. Littywurre. We have to make a determination based on the 
applications and provisions of the law. 

Mr. Heprick. You are permitted to make inspections at the locality ? 

Mr. Liutywurre. No. We send out the applications usually to the 
State departments of education and the instructions for their prepara- 
tion. Most of the States cooperate pretty well with us. They usually, 
in the beginning of the year, call in the applicants that they know 
are affected, and our field man goes out and they talk it over. 

Here is the application form, If there are any changes in the law 
or changes in the regulations, they are explained. We try to get them 
as familiar as possible with the application form. And then they 
go home with the applications, and the law requires that they be sub- 
mitted back through the State department of education. The State 
department certifies to the best of their ability based on the informa- 
tion they have in the State office—they can’t make field investigations, 
all of them; some of them do in individual cases—but they make a 
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certification that the data reported here is true and correct to the best 
of their ability. 


Then they come on into us. We apply the provisions of the act, 
which are very specific. 

We verify the Federal properties they report on which the children 
are living. We are able to do that better this year than we did 
last year. We have a little unit set up that knows how to get informa- 
tion on the ownership of these Federal properties, and we can see 
whether they are federally owned. 

We found a number that had been transferred to private owner- 
ship. There is a constant change going on. 

So we try to make a division in the children. Some children are 
eliminated because it is not a nontaxable property; then you check 
all of the data. There is a considerable amount required in the 
application. 

And we hope never to approve an application—we have had to 
approve some of them this year without it—but we hope never to 
approve an application w ithout an investigation by a field representa- 
tive sitting down with the school district officials and helping them 
work out the details—checking the basic records on which he reported 
the facts to us. 

We are not satisfied with the records, the local records; we are 
not satisfied with the field checks. 

I will go into that a little bit later on or continue now 
you prefer. 

Mr. Foearry. 


, Whichever 


Mr. Denton. 
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FEDERAL ASSISTANCE 
Mr. Denton. The Government always did pay for the support of 
schools, didn’t it? I mean by that, the children living on Army 
installations or living in atomic energy plants or TVA or some- 
thing like that, the Government always did take care of it before 
this act was passed, didn’t it? 

Mr. Littywnire. The Atomic Energy Commission from the very 
start had appropriations to do the whole job. The question of Army 
bases grew up gradually as the Army grew—Army, Navy, and Air 
Force. 

And. actually, they had authority year by year and some basic 
authority for 7 or 8 years—they have gotten appropriations and made 
pavments. 

There was a time earlier that they did not have appropriated funds. 
But there was close to $6,000,000 appropriated last year for the Army, 
Navy, and Air Force for these expenditures, and about that amount 
had been appropriated each year over the preceding seve 

Mr. Denton. This act takes that up. 
it is a new fund? 

Mr. Littywarrr. That is correct. Also there is the Landis Act, 
and there is the Lanham Act that preceded this. 

Mr. Denton. That is all, Mr. Chairman. 
Mr. Focarry. Mr. Busbey ? 


‘al years. 
This is not a new idea, but 
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EFFECT OF PROPOSED AMENDMENTS ON METROPOLITAN AREAS 


Mr. Bussey. Naturally, Mr. Lillywhite, that was music to my ears 
when you said that the proposed amendments would take care of the 
situation in the larger cities like Chicago. As you know, last year 
and this year, I raised the question how they would come under it. 
And would you mind elaborating a little bit on the amendments and 
what the possibilities are for Chicago coming under the act ? 

Mr. Lituywuire. There are quite a lot of amendments in this bill. 
The Bailey subcommittee has reported to the full committee; the 
full committee has not acted on it. I have a copy of the bill which 
I will be glad to leave with you. 

Mr. Bussey. Which subcommittee is that? 

Mr. Littywurre. Congressman Bailey’s subcommittee has been 
working on it. I think shortly they will have the section-by-section 
analysis an dthe detailed explanation of it. 

The possibilities of it being passed—certainly you are in a better 
position to know than I. I do say this: That it is in accordance with 
the program of the President and it is something that the Senate and 
the House virtually agreed on last year, but actually it did not be- 
come law; it was vetoed because of some extraneous matters. 

It is the only program there is in the construction field to pick up 
this critical defense housing area problem after June 30 this year. 
So I think that there is a lot of interest in passing it. 

Now as to whether or not Chicago will become eligible, we have 
no data for Chicago before us; they have not been able to submit an 
application. Chicago is a pretty large city. How many federally 
connected children there are, I do not know. 

Mr. Bussey. The reason they haven’t been able to submit an appli- 
cation is because there is no authority under the law for them to 
clo so. 

Mr. Liutywuirr. That is correct. I would not dare to guess, be- 
cause when you take a city like Detroit or Chicago, you have a lot 
of federally owned property scattered around, and it is a complicated 
matter. 

Mr. Bussey. Well, I won’t add to the record by repeating what 
I have already put in the hearings previously on the situation in 
Chicago; but I certainly will do what I can to push the legislation 
through to see that Chicago comes under it, if possible. 

No further questions, Mr. Chairman. 

The Cuatrman. Mr. Miller? 


ELIGIBILITY WHERE NO RECENT CHANGE IN NONTAXABLE PROPERTY 
SITUATION 


Mr. Minter. These other gentlemen probably are familiar with 
this; but to clear up my own thinking: Under what circumstances do 
funds under this appropriation become payable to provide for the 
schooling of children who live on taxable property, on property that 
is not owned by the Government ? 

Mr. Littywurrr. When the parents work on nontaxable Federal 
property located in the same State, then and only in that case. 

Mr. Mutter. Even if that has been a long-established Federal proj- 
ect like a veterans’ hospital or something of that sort? 
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Mr. Littywuire. That is correct. 

Veterans’ hospitals do not directly figure in very largely; and most 
of them do not come in. There are some of them, but the law is very 
specific. You pay the full rate, local rate, for the children who live 
on Federal property. 

For those whose parents are employed on nontaxable Federal prop- 
erty but live in a taxable home or live in a housing project that pays 
no taxes—a Federal housing project—and work in private industry, 
it is just the reverse. Then you pay one-half of the rate, because 
theoretically the children living on Federal pega tnaes is no tax 
payment, no local tax payment, to pay the local share of the costs of 
education. 

If industry and business pays half of the cost of local services, 
and taxes on houses pay the other half, which is roughly normal 
throughout the country, then, if the business or industry in which 
they are employed is nontaxable, theoretically the community has 
lost one-half of the tax income, so the rate is one-half. 

Mr. Mitier. Well, in theory, would that go to the extent that if, for 
instance, postal employees living in private dwellings but working for 
the Post Office would come in 

Mr. Liutywuire. Federal properties that are for the convenience 
and service of the local areas are excluded. 

Mr. Miuier. Suppose it is a navy yard, a navy yard that has been 
in existence for years ? 

Mr. Littywuire. A navy yard, of course, would be a good example. 

Mr. Miuzier. You would pick those children up even though for 
years and years prior to this legislation they-—— 

Mr. Littywurre. That is correct. 

Mr. Mitter. Now, is there any plan to terminate this when the 
local facilities have reached a point where there isn’t anything abnor- 
mal about the situation ? 

Mr. Littywuire. There is no plan, as I see, to terminate the pay- 
ments for children living on the nontaxable property or whose parents 
work on nontaxable Federal property under Public Law 874. 

In the first place, there has to be a certain percentage of them be- 
fore they reach a point that Congress felt constituted a burden. You 
just don’t pick up every child and pay for them. You wait until they 
get a certain percentage before they are eligible. Then you start the 
payments. 

Now the sudden and substantial impact, the section 4 cases; there is 
no nontaxable property involved; but you just bring down thousands 
of families onto a community for some purpose all in a hurry because 
of some defense activity. Payments are made in these cases only for 
Syears. It just helps them over the hump for a 3-year period, and it is 
reduced by a third each year. 

Mr. Miter. That is in the instance where the plant where the work 
is done and the home in which they hve are both owned by private 
capital? 

Mr. Luuywutre. That is right. There is no other plan on the other 
situation you mentioned. There is a difference in the two bills, how- 
ever. 

In Public Law 815 where you count the children and give entitlement 
for construction purposes, you cannot count any more children than 
the difference between their 1939 attendance in the school and the pres- 
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ent attendance. And that is to prevent exactly what you said, fam- 
ilies that have lived there all their lives and just gone to work over at 
the defense installation from being counted for entitlements. 

You only pay for the new impact that comes in because you are 
just trying to build schools for the new children, the impact that the 
Federal Government has brought on it. 

On the maintenance-and-operation program, that is a year-to-year 
going program. Every year the tax rate is required. So it is con- 
ceived to be on that basis. 

Mr. Minter. Thank you. 

Mr. Fogarty. Thank you very much, Mr. Lillywhite. 


Scoot Construcrion 
Now, do we have the estimates for school construction ? 
UNEXPECTEDNESS OF SUBMISSION 


Mr. Sreruens. We have some information, Mr. Chairman, and part 
of the original estimates that were estimated originally. Mr. Lilly- 
white has the tables. This came so suddenly we didn’t get the regu- 
larly prepared justification, but he will discuss it. He has everything 
the committee wants. 

Mr. Fogarty. All right; if you want to go ahead and try to get 
straight on this. 

Mr. Littywuirr. The first thing I knew about that, Mr. Chairman, 
was a telephone call last night that this might be up today. 

I think we had better start out by this kind of a story to you. 


ENTITLEMENTS EXCEED FUNDS AVAILABLE 


When you don’t have enough money to pay the entitlements, you 
have to set a cut-off date; and all applications received by that time, 
you set them up and compare them one with another and give the 
money to the ones with the greatest urgency of need. 

At the beginning of this fiscal year, we set October 27 as the cut-off 
date. We took all applications that came in as of October 27 and 
tabulated them and set them up in a document such as this. 

Now, those were preliminary data, not all of them reviewed and 
analyzed in detail. We set up a series of columns for each one of the 
States, and then combined it into a State table. 

A total of $559,000,000 was estimated to be the requirements of the 
act as of that time. The exact figure was $559,642,044. That was the 
estimate made this January. Section 202, under which the grant is 
made to the local school district, and they build the facilities, is 
$489,554,209. 

Section 203, “Temporaries and emergencies,” was considered to be 
about $18,900,000; and section 204, “Construction on Federal prop- 
erty,” was about $51,000,000. 

Now, here was our problem: With this much entitlement to local 
school districts for school construction, what should we do with the 
limited amount of money available to do the best possible job in pro- 
tecting the Federal Government’s interest? 
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So, we set up a regulation that we would allot money to provide 
facilities for only 91 percent of the unhoused children. Now, why 
91 percent? We took the total enrollment in each school district and 
took the capacity of all their existing school facilities, including tem- 
porary school facilities, makeshift facilities, and everything except 
those that were so bad that they had to abandon them, whether they 
got Federal money or not. We counted the capacity of all these 
facilities and then added 10 percent. We then subtracted that 
capacity from the total number of pupils. What was left was the 
unhoused children. 

So, we said that we would allot funds sufficient to provide minimum 
facilities for not to exceed 90 percent of these unhoused children. We 
set up the tabulation on that basis: federally connected pupils, the 
cost of minimum facilities in each of these States based on the num- 
ber of unhoused children reported, the estimated total entitlements, 
and the final column in this table shows either the cost of providing 
minimum facilities for 90 percent of the unhoused children or their 
total entitlement, whichever was the least. 

Now, that figure added up to $248 million, when we made this tabu- 
lation in January. We had the $50 million to allot. That had not 
been taken off from this. Out of the $50 million, $42 million was set 
aside for section 202 grants to local sehool districts and $8 million 
was set aside for section 204, “Construction on Federal property.” 
Subtracting $42 million from the $248 million makes $206 million 
for grants. There was still remaining about $9 million needed for 
construction on Federal property. 

Adding $9 million to $206 million is $215 million that we figured 
it would require to provide minimum school facilities for 90 percent— 
91 percent—of the unhoused children in the eligible federally affected 
areas. 

Now, regulations provided that we do that; and we immediately sent 
supplemental estimates to the Bureau of the Budget, setting forth the 
information which I have just presented to you. 

The action that was taken as a result of that presentation was the 
request for the $150 million contained in our 1953 estimates to be 
made available as soon as appropriated. 


PREVIOUS BUDGET ESTIMATES 


Mr. Foearry. Now, when you appeared before us in February, 
you requested $150 million ? 

Mr. Littrwuire. That is right. 
Mr. Focarry. What did you originally ask the Bureau of the Budget 
for? 

Mr. Litnywuire. I think we asked the Bureau of the Budget— 
I'm not certain. 

Mr. McKonr. We asked for approximately $215 million as a sup- 
plemental budget in the fiscal year 1952. 

Mr. Focarry. I am not talking about the supplemental ; I’m talking 
about the 1953 budget. 

Mr. McKonr. The 1953 figures as submitted under our ceiling was 
$150 million. 

Mr. Focarry. What do you mean “under your ceiling”? What did 
you originally request ? 
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Mr. McKonr. We have a ceiling placed on budget estimates, which 
Mr. Stephens can explain, each year. 

And we were told we could apply for $150 million, which at that 
time came pretty close to our ongoing program. And we submitted 
on or about that time a supplemental budget for $215 million for 
fiscal 1952. 

Mr. Foearry. So, for 1953, your original request of the Bureau of 
the Budget was $150 million, and that is what you received from the 
Bureau of the Budget ? 

Mr. McKone. That is right. 


(The committee was subsequently advised that the original request to the 
Bureau of the Budget was $295,500,000 of which $150,000,000 was allowed.) 


Mr. Focarry. And then in the meantime you made another re- 
quest to the Bureau of the Budget for $215 million for 1953 over and 
above the $150 million ? 

Mr. Littywuire. Supplemental for 1952. 

Mr. Fogarry. That is correct. That was for 1952. 

And then at that time the Bureau of the Budget refused that $215 
million request; isn’t that so? And they made the suggestion that 
we make the $150 million in the budget available upon the passage of 
the act ? 

Mr. Littywurirer. That is correct. 

Mr. Fogarry. Which we thought at that time might be passed in 
April or May, but which has not passed as yet. So that the action of 
the committee was to cut that $150 million, and we allowed you $135 
million and provided in the bill that this would be available upon 
the passage of the act. 


TIME OF SUBMISSION OF CURRENT REQUEST TO BUDGET BUREAU 


Now, when did you present this request to the Bureau of the Budget ? 

Mr. Littywutre. Well, we had the $215 million request over there. 
We have presented no further request for $80 million, but we did 
write a letter recently calling their attention to the fact that it was 
over there. 

Mr. Fogarry. That is how it came to the attention of the Bureau. 
You just notified them that you had an original request for $215 mil- 
lion supplemental in there? 

Mr. sepeerraeresy I am not sure what else happened, sir; but that 
is at least one of the ways. 

. Mr. Fogarty. And so technically your request to the Bureau of the 
Budget was for $215 million ? 

Mr. Littywuire. That is correct. 

Mr. Focarry. And they have allowed you $80 million ? 

Mr. Latitywuirer. Yes. And I think this could be said about the 
$80 million; the $80 million if added to the $135 million, which is 
now pending and which will become available for 1953, will total 
$215 million for this emergency program of housing 90 percent of 
the unhoused children. 
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QUESTION OF COMPLETING PROGRAM 





Mr. Focarry. Would this complete the program ? 
Mr. Littywuire. It will not pay off all the entitlements. It will 
house 90 percent of the unhoused children. After this is allocated, 
if you stick strictly with the entitlements under section 204—I mean 
if this money is se deat x available and you stick strictly with the en- 
titlements—and the requirements under the other sections of the act, 
there will be roughly $198 million still standing on the books. 

Of that $198 million, part is for reimbursement as the act requires. 
We are not quite certain how much of it is for reimbursement. Maybe 
$45 or $50 million. 

Mr. Harris. $50 million. 

Mr. Liuywuire. There are about 1,600 construction projects— 
what we call part 2—a little over 1,600. Those part 2’s are the 
construction projects on which you allot the money when the district is 
high enough in its priority to get the money. I don’t know whether 
the construction projects for all of the remaining entitlements have 
been submitted—I doubt it—I think these will be some districts that 


have not submitted construction projects to cover all of their entitle- 
ments. 


Mr. Fogarty. Can they? 

Mr. Littywuire. They cannot submit after June 30 of this year. 

Mr. Focarty. That is only 2 weeks away. 

Mr. Littywuire. They have been notified to that effect by regula- 
tions, by press releases, and in every manner wo could inform them. 

Mr. Focarry. So if you don’t get any additional requests, will this 
$80 million complete this program ? 

‘Mr. Littywuire. There are more construction projects than can be 
handled by the $135 million and the $80 million and this amount is not 
enough to pick up all of the remaining entitlements. 

Mr. Srepuens. Mr. Chairman, I would like to add this: After a 
discussion at noon and early this morning and last night with the 
Bureau of the Budget, when they had this $80 million in the mill and 
were about to get it ready to tell you about it this morning, their feel- 
ing was that since 815 expires on next June 30, this $135 million that 
we have got in this regular bill and this $80 million, so far as they 
visualize it, will complete the operation of 815, so far as funds are 
SRNR up to housing the final 90 percent of the unhoused chil- 

ren. 

There will be left some entitlements not met, but the budget agrees 
with Mr. Bailey who was up there yesterday and last night with the 
budget when they worked out some kind of deal that that $80 million 
will complete the construction of enough housing or facilities to house 
that 90 percent of the unhoused children, leaving out any entitlements 
on reimbursements and things of that nature. 

Their feeling was—and I think they had this out with Mr. Bailey— 
that this would complete 815 so far as funds are concerned, and that 
some time—maybe in January and February and March—when Con- 
gress gets back, Congress might in its wisdom decide to either extend 
the Jaw or change the law or make another law or let it die, and if it 


decides that the $135 million plus the $80 million will complete 815 as 
established on the books now—— 
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Mr. Littywnatre. I think there is an amendment in that pending 
bill which extends until June 30, 1954, rather than June 30, 1953, the 
time for which.the appropriation can be made to pay off entitlements 
under this act. 

I think that is what you were referring to perhaps in discussing it. 
That is the Bailey subcommittee bill. 


ACTION INCONSISTENT WITH COMMITTEE INSTRUCTION 


Mr. Foaarry. You remember we put in the report on the appropria- 
tion bill for 1953 the following language: 

The request for inclusion in the bill of language to make the 1953 amount avail- 
able immediately upon enactment has been approved. The committee wants it 
to be understood that this action does not in any way indicate that it will look 
favorably upon a request for an additional amount in fiscal year 1953. The 
agency is expected to plan a program for the entire period from the enactment of 
this bill to June 30, 1953, within the funds provided. 

Now did the Federal Security Agency or Office of Education read 
this language in the report ? 

Mr. Littywuite. We certainly did, sir. 

Mr. Focarry. You still made the request to the Bureau of the 
Budget ? 

Mr. Littywuire. Well, the request for the supplemental 1952 was 
made considerably in advance of the report. 

Mr. Foearry. That is right, but the Bureau of the Budget ap- 
parently took action before the report was written in denying you the 
$215,000,000 but suggested this language which we approved. 

Mr. Sreruens. ‘they never did deny it; they more or less pigeon- 
holed it. 

Mr. Fogarty. Well, they said in effect that that is what they meant. 

Mr. Steruens. That is true. 

I talked to them about the report and asked them if we should with- 
draw the thing or if they would formally kill it and say “No”; and 
they said to just forget about it. 

And so we did. 

And we had forgotten it. Knowing what our tabulations show, we 
did not go to the Bureau of the Budget to get more money, although 
they knew from day to day, and they just made a survey in the Office 
of Education recently by one of their management experts on stream- 
lining of the administration of all of it down there. And, as a result 
of this study, you have this “Salaries and expenses” item; and I think, 
as a result of pressure from the Hill, they resurrected our estimate 
which was there long before your spring hearings on this bill, which 
was never withdrawn or formally denied but just pigeonholed over 
there. 

Mr. Focarry. When this was under consideration in the regular 
bill I thought that if we approved the language suggested by the 
Bureau of the Budget and gave you $135,000,000 you could go ahead 
and allocate that immediately; and could draw up a plan for 1953 
within that total amount. But if that $135,000,000 was allocated and 
spent you would then be in a better position to know exactly what you 
moh to finish the program and could come back to us with a pretty 
firm plan. I think that was the reasoning of the committee when they 
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allowed that $135,000,000 and approved the language suggested by the 
Bureau of the Budget. 

Mr. Luuywuire. That certainly is correct. 

Mr. Focarry. Now, when this $135,000,000 is available and it doesn’t 


look as though it is going to be in another week or 10 days, when will 
that be allocated ? 


PROBABLE SCHEDULE IN ALLOCATION OF APPROPRIATION 


Mr. Littywuirr. We have gone along analyzing the applications 
before us, as we have to do we a the act. We have to determine the 
entitlements and have analyzed the applications and obtained addi- 
tional information from the field ; and we now have as of this morning, 
a total number of 1,075 applications. 

We have approved from previous appropriations 392 projects for 
285 school districts. 

We now have 234 projects firmed up ready to reserve funds as soon 
as they are made available. These 234 projects will probably take 
$80,000,000. 

Mr. Focarry. When will! this $135,000,000 be allocated ? 

Mr. Littywarre. Well, $80,000,000 of it would be reserved the day 
the money becomes available. Now how many projects would be 
ready—they are getting ready everyday 

Mr. Focarry. When do you anticipate that you have enough proj- 
ects to allocate this $135,000,000? 

Mr. Littywutrr. Well, we have some low priority projects and 
we have analyzed in the process lower priority projects that would 
come in if additional money is made available. 

Mr. Focarry. I am not talking about additional. I am not talking 
about the supplemental request of $80,000,000. I am talking about 
the $135,000,000. 

Mr. Littywuire. We think that we could allocate or reserve a major 
part of it for projects and allocate it to school districts within 6 
weeks—virtually all of the $135,000,000. 

Mr. Fogarty. And you would have how many projects left then— 
264; is that it? 

Mr. Littywuire. There are 254 firmed up now ready to allocate 
and a few become available every day as we get in final reports and 
information. 

Mr. Fogarry. And that 254 would take up the $80,000,000? 

Mr. Littywutre. That would take approximately $80,000,000 out 
of $135,000,000. 

Mr. Foearry. I am talking about the $80,000,000 in addition to 
the $135,000,000. 

Mr. Littywuirte. I am sorry; I thought you said you wanted to 
leave that out. 

Mr. Foearry. Well, I did at first, but after you told me when the 

$135,000,000 would be allocated I went on to the $80,000,000. I prob- 
ably didn’t make that very clear. 

Now, let’s get straight about the $135,000,000. Your statement was 
that allocations will be made at once for 234 projects and they will 

take up $80,000,000. The balance will be reserved within 3 or 4 weeks 
after the funds become available—the balance of $135,000,000 ? 











aft 


a 





he 


i] 


1° ia | 


crTvwy 





239 


Mr. Littywuire. The further statement is that within 6 to 8 weeks 
after the $80,000,000 becomes available we could allocate it to projects. 

Mr. Focarry. If it becomes available. You are going to get $135 
million in the bill that has already passed. We are not talking about 
$80 million. We are talking about $135 million in the bill for 1953. 
J want to be sure the record is straight on it. 

Mr. Littywuire. Three to four weeks after it becomes available, 
all of it will be committed. 

Mr. Focarry. Therefore, around the Ist of August that $135 million 
will have been definitely committed ? 

Mr. Littywuire. Yes. We want to say this, that $8 million of that 
will be allocated for construction on Federal property. We have those 
projects before us and that will all be allocated, but we did set aside 
$5 million to meet any emergencies that may come up. 

Mr. Fogarty. Then you have 254 projects that are firmed up now 
that would take this additional amount ? 

Mr. Littywaire. The 254 projects would take the first part of the 
$135 million and then we would go on down. 


PROJECTS TO BE COVERED BY SUPPLEMENTAL 


Mr. Focarry. How many projects do you think this $80 million 
would cover? 

Mr. Littywuire. There are 336 out of 1,075 that do not have 10 
percent unhoused chidren. They have some entitlement but would 
get no money even if 135 and the 80 is appropriated. 

Mr. Focarry. They are crossed off ? 

Mr, Littywuire. They are crossed out. About 300 projects is our 
best estimate, that will be taken up by the $135 million. 

That would leave 254 projects for the $80 million to cover. 

Mr. Focarry. That you are asking for now ? 

Mr. Littywuire. That is correct, sir. 

Mr. Focarry. Two hundred and fifty-four would be quite a number 
to put in the record. Do you have a list of those available for the 
committee ¢ 

Mr. Littywuire. We do not have a list of those available here. 

Mr. Fogarry. Can you get a list ? 

Mr. Littywurre. Yes; we can get a list of the applicants. The 
school districts. 

We can prepare a table to give all that information if we may have 
24 hours. 

Mr. Foearry. I realize it is somewhat of a rush request. 


SENATE ACTION ON REGULAR BILL FOR 1953 


What did the Senate subcommittee originally do on this $150 million 
request ? 

Mr. Srernens. You put in $135 million and they did not change it. 

Mr. Focarry. Wasn't there some talk about taking something from 
military appropriations or defense appropriations / 

Mr. Sreruens. They did make an effort, yes, Mr. Chairman, to let 
the people involved, like Air, Army, Navy, or Coast Guard, or any 
other military involved, they made an effort to get something in there. 

In fact they had some language written up to authorize transfer 
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from these installations of the additional amount, but somebody got 
in there with the section of the law that says: 

No appropriation to any department or agency of the United States other than 
the appropriation to carry out this act, shall be available during the period and 
ending June 30, 1954, for the same purpose of this act. 

The act itself apparently forestalled the thing the Senate subcom- 
mittee would have liked to have done. 

Mr. Focarry. That was the reason for the enactment of the law, to 
get Army, Navy, Interior Department and the Atomic Energy Com- 
mission out of the school construction business and put it all in the 
one unit. 

Mr. Srepnens. Yes, and they transferred some very small portion 
of their uncommitted balances over to the Office of Education and it 
was made a part of the original appropriation for this program. 

Mr. Fogarty. Dr. Hedrick—— 


STATE ALLOCATION 


_Mr. ema What State gets the largest amount of this construc- 
tion aid? 
Mr. Littywuire. Michigan got the largest amount, I think last 
ear. 
4 California gets a very substantial amount. 
Mr. Hepricx. How about my State of West Virginia? 
Mr. Littywuire. It has not received an allocation, sir. 
There is one district that has applied and that has been granted 
assistance under Public Law 876. 
There are a number eligible because of land being removed from 
the tax rolls. 
However, they prefer the payment they get from the forest lands. 


SALARIES AND EXPENSES 


Mr. Fogarry. Do you have a statement on this request for a sup- 
plemental appropriation for salaries and expenses, Mr. Lillywhite? 

Mr. Littywuire. There are some things as we said, that tie into 
some of the other items that came up before. We have no other state- 
ment than this one, sir. 

Mr. Fogarty. Very well, please go ahead and give us a general 
statement on the reason for this increase. 


GENERAL STATEMENT 


Mr. Littywuire. I believe the best way I can present this, comes 
about in this fashion: Again starting out at the time these bills were 
enacted and we had to estimate what the workload was and estimate 
the amount of money that would be required—as I told you before we 
estimated 900 applications for maintenance and operations. The com- 
mittee’s estimate was 600 applications for construction. 

We expected that in 1951, fiscal year. 

The budget went up to the Hill and was an adequate budget. It was 
based on the fact that we needed a field staff of approximately one 
person for each 50 school districts to make adequate checks and inves- 
tigation. I believe these facts are correct. 
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The request was made for $25 million for construction and $23 mil- 
lion for maintenance and operation. The maintenance and operation 
request remained intact and the House, I believe, cut both adminis- 
tration and construction in half to $12.5 million. 

That was the first appropriation that came up. 

Mr. Focarry. As I remember, they authorized this program and 
appropriated for it at the same time. 

Mr. Littywuire. That is correct. 

When it went over to the Senate, the amount was restored to the 
full $25 million for program money, but the administration money 
was not restored. Program money was then doubled to $50 million, 
either on the Senate or House floor. We actually received one-half of 
what we estimated for administration of the maintenance and opera- 
tion program and the construction program. 

The full amount was restored for the program and then doubled, 
but the administration was cut in half. Before the year was over, an 
additional $50 million was appropriated for construction, and no in- 
crease was given for administration. 

We started out with a pretty low base in our administration staff; 
and then, instead of 900 maintenance and operations applications, the 
first year we got 1,283, 1,100 and something eligible, and about 780 
construction applications. 

It had added up roughly to about 1,800 applications, when we fig- 
ured it would be 1,500. The workload was much larger than we 
expected it would be. 

When we came up with appropriation for the 1953 fiscal year, we 
did not know that we would get 1,800 construction applications. We 
figured perhaps 1,200 or 1,5C00—I mean maintenance and operation 
applications—and we figured most of the construction applications 
were in. As it ended up, we had 1,880 maintenance and operation ap- 
plications and we are now up to 1,000 construction projects. So, the 
whole thing can be summed up for additional staff, (1) beginning with 
the low base, and then the additional workload which we could not 
possibly let you know and we could not tell you about when we made 
this request before. 

I think this committee and the Senate committee allowed exactly 
what we requested. That is to be in July 1, the 1953 fiscal year. 

Mr. Focarry. How much money ? 

Mr, Littywuira. $801,000. 

Mr. Focarry. That you have available for the administration of 
this program of school assistance in federally affected areas? 

Mr. Littywuire. Yes. 

Mr. Fogarty. You are asking for $177,000. That would give you 
$978,000 to administer this program ? 


FIELD INSPECTION WORK 


Mr. Littywuire. We are not satisfied, as I indicated earlier, with 
the the check we are able to make at the field level. There are 
2,800 school districts submitting applications. 

The school districts are supposed to get basic records to show that 
the children meet the requirements of these various complicated and 
detailed sections. 
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We have required a field report on every construction project upon 
which we have allotted funds. Ast stated above, that is 285 school 
districts. 

We have required a field investigation. We felt it better to put the 
field staff onto construction because you just give money on the basis 
of an estimate. 

In maintenance and operation, they have to report the final average 
daily attendance, and then you have another year to recoup. The 
field staff has been inadequate to investigate both. 

One investigation will do for both of them if you do all of them, 
but since you only have 259—I mean most of them apply under both 
laws. That is what I was trying to say. 

Each child that you miss, if it is a section A child, it amounts to over 
$1,000 in Federal funds that you guessed wrong, in average daily at- 
tendance in the construction program. 

We have been a little bit concerned on checking the adequacy of 
these local records. This is not to intimate that any of the local school 
districts are doing anything other than trying to work out as best 
they can a very complicated record-keeping system to justify their 
case under these acts, but we have in the past done everything possible 
to verify this data by writing back—I think we have an average on the 
M. & O. projects of three letters, questioning these data, questioning 
those data, to do the very best we can to get correct information. It 
is a detailed complicated job, and we would like enough field staff to 
be assured they could visit each project and tell us about it before we 
make a payment. 





NEW EMPLOYEES REQUESTED 


Mr. Foearry. How many new jobs are you asking for? 

Mr. Littywatre. Twenty-nine. 

Mr. Focarry. How are they broken down? 

Mr. Littywuire. They are broken down by activity—there would 
be 12 additional fieldmen. 

Mr. Fogarty. For this purpose that we have just been talking 
about ? 

Mr. Littywuirre. For this purpose that we have been talking about ; 
that. is correct. 

We now have 21. It is assumed in view of the action taken by your 
committee that we will obtain, from other places in the office, 7 more 
beginning July 1. That would be 28. 

Now we are asking for 12 additional fieldmen here, which will give 
us 40 fieldmen. That will be just a little over 50 individual school 
districts for each fieldman to take care of, or about what we requested 
at the outset, and permit an adequate investigation of each one. 

Mr. Denton. What will these fieldmen specialize in? 

Mr. Littywurre. They will be people who know something about 
the administration of school systems, particularly school financing, 
and people who are skilled at these record-keeping systems and who 
understand these laws or can understand them, so they can help the 
school districts work out the record-keeping system to ascertain ac- 
curately how many children came in since 1939 due to the Federal 
activities and are still there. 

That is one of the concepts. The other is: Is there enough this 
year to be 10 percent of the average for the preceding 3 years that 
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have come in because of Federal activities and are still there? They 
are pretty technical terms. 

It is to help the school districts make those judgments and give us 
the greatest degree of confidence that we can have of protecting Fed- 
eral funds when we make these approvals and make these allotments. 

Mr. Focarry. You said you had how many field representatives, 
today? 

Mr. Littywuire. We have 21. 

Mr. Focarry. I see on this table 14 field representatives and 14 
assistants. 

Miss Scuvurr. This is based on the latest congressional action on 
the 1953 appropriations. It provides more than they have on the 
role at this time. 

Mr. Focarry. Then you have 35 secretaries in this program ? 

Miss Scuurr. That is correct. Twenty-six of those are in the field 
offices. 

Mr. Denton. How many field offices do you have ? 

Mr. Littywnire. Twelve. They are located at the 10 Federal 
security regional offices, one at Tallahassee, Fla., and one at Seattle, 
Wash. 

Mr. Focarry. What is the difference bet ween a secretary and a clerk- 
typist ¢ 

WORKLOAD IN CONNECTION WITH APPLICATION 


Mr. Littywuire. I don’t know the technical definition, but the 
secretary can take dictation and transcribe and the clerk-typist cannot. 

On these 800 applications, they are registered in, given a number, 
and then go to the analyst for analysis. We have found it necessary 
to write an average of three letters on each application for additional 
data. We have to notify the school district their application has been 
received. 

We then have to make four quarterly payments, under the act for 
‘ach application. 

Normally, the applications do not get in in time to make one quarter 
and then another, so we make the first two quarterly payments at one 
time. 

Just as fast as we can get to them, we make them. Then the third 
quarterly payment is made when the school district needs it and you 
make the final payment after all the records are in. 

It happened that last year we needed $6 million more. We have 
to set it up on the books that way so as to show the entire entitle- 
ment. Then we went through and made the complete payment for 
each one of them later. That means four or five payment process- 
ings for each one of the applications in addition to the letters it is 
necessary to write to verify the data and to make the corrections. 

There is the application itself, the midterm report and the final 
report that comes in at the end of the year—those three documents 
which have to be reviewed in order to determine the entitlements. 
And then because the backlog has increased, we still have 414 ap- 
plicants that we have not completed entitlement on this year and 
on which no payment has been made. 

We get a volume of requests which are certainly legitimate, from 
applicants who have sent in a request last January or February and 
have heard nothing of it. They ask to be notified of their entitlement. 
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There is a tremendous interest from Senators and Congressmen. 
There is a great deal of clerical work on these two programs. 


FUNDS FOR PROGRAM WORK OF OTHER AGENCIES 


Mr. Fogarty. In your 1953 budget you had $750,000 for necessary 
expenses of technical services rendered by other agencies. What is 
that for? 

Mr. Littywuire. That is the amount given to the Housing and 
Home Finance Agency which by delegation of the authority from the 
Commissioner performs certain functions required by the act. 

In the first place the law requires that they investigate and certify 
the remaining value of any school that has been constructed with 
Federal funds since 1939. 

Mr. Focarry. Whom do you mean by “they?” 

Mr. Littrwarre. It is the Community Facilities Service of the 
Housing and Home Finance Agency, Mr. Pere Seward, who does the 
work. They must investigate and ascertain the remaining value of 
any building that has been constructed in any one of these eligible 
school districts since 1939, and certify that value to us. 

We deduct it from the entitlement. That is the first thing they 
do. They are constructed with Federal funds and we deduct the 
remaining value of that from the entitlement of the district. 

The second thing, the act requires that we get an engineering re- 
port—we have to get an engineering report before we reserve the 
money. We want to make sure that if you allot money to a school 
district there is enough money in the project, Federal and local to- 
gether to build it. We get an engineering report from the Com- 
munity Facility Service saying that the estimated cost of the project 
is so much. 

The act requires five other assurances: That the school district 
has authority to accept this money; that it has title to the site and 
right to construct on the site and the right to operate the school 
facilities after they are constructed; that the federally connected 
children in the district will be treated on the same basis, and then 
that the project is feasible from the engineering and structural stand- 
point. It has nothing to do with the educational standpoint. And 
that the community will prosecute the project as rapidly as possible. 
We call this the engineering report. Those assurances are made to 
us by the Community Facilities Service. 

The approval is given to the district; they get the 10 percent; they 
draw their final plans and specifications and when the plans are 
finally completed, there is a review of the final plans. 

Then they review the award of the contract, primarily from the 
standpoint of seeing that the labor regulations of the Walsh-Healey 
Act are met. 

First they have to get the data regarding wages for the given area, 
get the predetermination of wage rates from the Labor Department, 
and see that those wage rates are included in the contract for bidding 
in the specification. 

Now you have to make a determination every 90 days, a new determi- 
nation of wage rates in each of these areas, so they actually supervise 
it, or see that the contract meets the Walsh-Healey Act and the other 
requirements and then they concur in the awarding of the bid to see 
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that Federal money is protected. That is one of the functions they 
have. 

After the project is under construction they certify to us that the 
contract is let and we pay 30 percent additional money and there are 
periodic certifications and inspections. 

Mr. Fogarty. What did we allow them in 1952 for this same or 
similar work ? 

Mr. Littywurre. Miss Schutt, what is the amount ? 

Mr. Srernens. About $535,000. It might be off two or three thou- 
sand, but something over that. 

Miss Scuurr. $533,000. 

Mr. Foearry. What was provided in 1951? 

Miss Scuurr. $115,000. 

Mr. Focarry. It seems you are getting a little out of line. That 
$750,000 then should be added to your $978,000 for administration, 
so it is estimated to cost over $1,700,000 to administer this program. 

Mr. Srernens. When we first started in 1950-51, the “Salaries and 
expense, Office of Education,” included an amount for transfer to 
Housing and Home Finance as you may remember. 

Later on, the engineering, the architectural work and so forth was 
deemed to be a part of the cost of the projects and the money was 
allowed—in other words when you made the grant money, you wrote 
a Pein in the law that a part of that grant money, since it is part 
of the project, could be used by Housing and Home Finance for this 
engineering service and that is why it got out of this item. 

This is for school, education, pay and so forth, and the other is 
architectural work and engineering. 

I overlooked it while you were in the construction item a while ago. 
In our estimate for the $150,000,000 we asked not to exceed $750,000,- 
000 to be transferred from that grant money to Housing and Home 
Finance. That was reduced to $135,000,000. You can see readily 
that the $750 was one-half of 1 percent of the total grant money. 

In reducing it to $135,000,000, they did not reduce the $750,000. 

We just made a rapid calculation that if you should go along with 
the $80,000,000 it should not follow that you add one-half of 1 percent 
of that, or $400,000 for transfer to Housing and Home Finance. 

Asa matter of fact if you took the $135,000,000, and the $80,000,000, 
to make $215,000,000 and took one-half of 1 percent of that you would 
get about $1,075,000. 

So your new authorization would be not $400,000 but the difference 
between $750,000 and $1,075,000, which would be $325,000, for the 
additional engineering and architectural work on the $80,000,000 
worth of construction. 

So if the $80 million should for any reason be granted there should 
be a clause like the one in the $135 million which should be not to ex- 
ceed $325,000, instead of half of 1 percent, or $400,000. 

Mr. Focarry. It seems to me now if you are going to have this 
$135 million allocated by the 1st of August that the need for these 
engineering services would be on the down-grade and not on the up- 
grade in the next fiscal year. 

Mr. Luuywurre. They continue until the project is completed. 
They inspect the project periodically and certify the payments. They 
certify to us when the contract is let, when the project is 50 percent 
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complete, when it is 80 percent complete and then they inspect the 
project and say that it is constructed in accordance with the approvals 
of the Commissioner. They periodically check through on some of 
the labor requirements that are included—they are pretty compli- 
cated and there are quite a number of them and there are kick-back 
features of the statute in there. There are certain other checks where 
they have to make certain that the materials as approved in the con- 
tract and in the project are going through. 

There have been completed only about 15 projects, actually com- 
pleted and accepted, so the entire load from all of the preceding allo- 
cations still carries on until the project is completed and turned over 
to the school district. 


COMMITTEE RECOMMENDATIONS REGARDING ADMINISTRATION OF DEFENSE- 
CONNECTED PROGRAMS 


Mr. Focarry. I remember the committee did give that quite a bit 
of thought, and in their report they said that— 

The other activity for which an increase was requested was for services to 
States and school systems in connection with assistance in federally affected 
areas. The committee believes there is a demonstrated need for more funds for 
this activity and recommends that funds be transferred from activities where 
the need*is not so great. Funds can be transferred from supervision or voea- 
tional education since this work will be reduced by the elimination of distribu- 
tive education. Additional small amounts can be transferred from such activi- 
ties as services to higher educational institutions with no serious impairment 
of essential functions. 

Has the Department given any thought to that suggestion made 
by the committee ? 

Mr. Srernens. I would like to speak to that just a minute, Mr. 
Chairman. 

This one ‘salaries and expense” estimate which has come to you 
that has been handled a little differently from any since I have been 
with the Agency. The Office of Education submitted to us a supple- 
mental—before this $80 million item came up—submitted an estimate 
for some additional salaries and expense money. The Bureau of the 
Budget looked it over and looked it over and quibbled around and 
finally took it up to side with some kind of recommendation and 
they said “No, you get a staff of management experts to go over to 
the Office of Education and get somebody from the Administrator’s 
office”—and we got Mr. Ahearn—they went down and spent about 
three weeks to see if any streamlining could be done at any place and 
came up with recommendations that could coincide with your report 
in that they said—this is the Bureau of the Budget’s findings—that 
they needed not 29 people, but 42 people for this project here, but 
they should go out and pick up 13 of them in Vocational Educa- 
tion or other places in the office and move them in and they approved 
this estimate of 29 people after their own study and findings in the 
office indicated that there was a shortage of administrative personnel, 
both field and departmental, so that this estimate did contemplate 
the transfer from other phases of the Office of Education, to this pro- 
gram, of 18 additional people. 

Mr. Focarry. How many people are you going to have operating 
this program, then? 

Mr. SrepHens. It is on that sheet, there, Mr. Chairman, 154. 
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Mr. Fogarry. How many will be made by transfer ? 

Mr. Littywuire. They are included in the 154. 

Miss Scuurr. Thirteen will be transferred. They are included in 
the first column showing a total of 125. 

Mr. Foearry. How many positions did you say this $177,000 will 
provide for? 

Miss Scuurr. Twenty-nine. 

Mr. Focarry. How many do you have at the present time ? 

Mr. Lus.ywuirer. One hundred twelve, and thirteen to be transferred 
making 125, 

Mr. Focarry. Do you mean you have already transferred them? 

Mr. McKone. We followed the recommendations in the commit ‘ee 
report. We transferred from vocational education and higher educa- 
tion and elsewhere, to make up the 13 positions. 

Mr. Focarry. How did you know how much you were going to get 
for distributive education in the 1953 bill? 

Mr. McKonr. We went on the basis of the House report. 

Mr. Focarry. In cutting out distributive education entirely ? 

Mr. McKonr. We did not do that. We took two positions. We 
acted within a few days after the report was out. We felt it might be 
necessary to take additional positions if the action was sustained in 
the Senate. 

Mr. Fogarry. How many positions do you have in distributive 
education ? 

Mr. McKonr. Five. 

Mr. Lattywuire. I would like to add this one thing, Mr. Congress- 
man, when this budget was before you this workload that we now 
have was not known and was not presented to you. I think it was on 
the basis of the additional workload and the detailed analysis of the 
Bureau of the Budget of what had to be done with these applications— 
the fact that we had 1,800 aplications in, instead of the smaller number 
that they recommended this additional staff. 

Mr. Hepricrk. I have no questions, Mr. Chairman. 

Mr. Focarry. Mr. Denton 





INCREASE REQUESTED FOR NONPERSONAL ITEMS 


Mr. Denvon. Is all of this increase in personnel? What items are 
there besides personnel on here? 

Mr. Gricssy. The amount of $30,000 of it is for travel of field 
representatives. 

Mr. Litiywnire. They are on the road a good share of the time. 

Mr. Denron. I have no more questions. 


ACTIVITIES WITH REGARD TO DISTRIBUTIVE EDUCATION 


Mr. Busnry. You say you have seven or eight in the Office of Dis- 
tributive Education? That many positions? 

Mr. McKoner. Yes, sir. I would have to check that figure. Five 
is the approximate number. 

Mr. Bussey. Do you still have people going around promoting the 
program of Distributive Education to schools in the country ? 

Mr. McKonr. At this time we do, sir, because we have not had a final 
report from Congress as to whether there will be any distributive edu- 
cational money available next year. 











Mr. Bussry. How do these men out in the field approach the prin- 
cipal or a superintendant of a high school on this program. 

Mr. Griessy. Distributive Education, sir? 

Mr. Bussey. Yes. 

Mr. Griessy. They don’t. Our field representatives in Distributive 
Education work with the States, the State Boards for Vocational Edu- 
cation, whose responsibility is in terms of the cooperative plan, to 
promote the development of Distributive Education classes in the loca! 
communities within the State and to reimburse those local communities 
for a part of the expense of the courses. 

Mr. Bussey. Do [ understand your testimony to be that you have no 
one from the Federal Agency contacting school principals or super 
intendents directly ¢ 

Mr. Gricssy. Not to my knowledge, sir. 

Mr. Bussey. When was that discontinued ? 

Mr. Gricspy. It is not my understanding that it is ever a practice of 
our agency to go to local communities to promote the organizational 
programs there, unless upon the request of a State board for voca- 
—— education, the State supervisor, they were asked to accompany 

iim. 

Mr. Bussey. But if someone from the State board of education 
suggested or requested someone from your office to go and present this 
to a superintendent, he would do it at his request; is that right ? 

Mr. Griessy. He might upon occasion accompany the State super- 
visor, or representative, in calling on the local bureau or community. 

Mr. Bussey. No more questions, Mr. Chairman. 

Mr. Foearty. Mr. Miller 
Mr. Mirter. No questions. 

Mr. Focarry. Thank you very much, Mr. Lillywhite. 
Mr. Littywarre. Thank you very much, Mr. Chairman. 





WITNESS 


HON. CLEVELAND M. BAILEY, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF WEST VIRGINIA 


Mr. Bamey. For the purpose of the record, I am Congressman 
Cleveland M. Bailey of the Third West Virginia District, chairman 
of the Subcommittee on Education of the House Committee on Educa- 
tion and Labor. 

Gentlemen, may I preface my remarks by saying that as the sponsor 
and author of Public Laws 874 and 815, I am particularly interested 
in the situation that is just now being presented to your committee. 

May I also say that I have no personal interest, in that there is not a 
single project in my congressional district and only one project in the 
entire State of West Virginia that would be affected by these appro- 
priations. I would like to have that made clear. 

I was selected as chairman of the Subcommittee on Education be- 
cause largely of my extensive experience as a school man and as a 
State director of the budget which had to do with the distribution 
of school funds in my State of West Virginia. 

Now let me go back just briefly, and I will assure you, Mr. Chair- 
man, that 3 minutes will cover my presentation. 
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Let me go back to the enactment of Public Law 874 and Public 
Law 815, in the Eighty-first Congress. That was in the early part 
of 1950. At that time the Korean incident had not occurred, there 
was no thought that the President would be given authority under 
the special housing legislation to declare new additional critical areas. 
He was given that authority and he has designated several additional 
critical areas including such places as Aiken, S. C., Paducah, Ky., 
Texarkana, and all these new installations. They were not contem- 
plated. When we drafted Public Laws 815 and 874, they had just 
set up the Wherry-Spence housing proposition. My committee was 
assured those housing units would not exceed 62,500. A year ago 
when I checked on it they built it over $5,000 and were still con- 
tinuing to build and continuing to add to the problems of your school 
districts. 

Now let me tell you what happened; we attempted to correct this 
situation by passing a piece of legislation—we passed it the last day 
of the first session of the Eighty-second Congress, the 20th of last 
October. That was to take care of these new installations that had 
happended since the bill was passed. Such installations as I have 
just mentioned, as Aiken, Paducah, and those places. That piece of 
egislation, H. R. 5411 was vetoed by the President. So there was 
no money available and no procedures outlined to take care of these 
new projects. 

Your commissioners of education found that they had high priority 
and that something must be done about it. Money that was actually 
appropriated to implement Public Law 815 was used to take care of 
these very emergency situations like I have just mentioned. What hap- 
pened is, as a result of using that money at these new installations, 
there are 600 school districts—approximately 600 school districts— 
that have ben notified by the Commissioner of Education that they 
were entitled to a certain amount of money under Public Law 815 
and they have not received a single cent. They have gone ahead and 
arranged their own local financing even to the extent of voting bonds 
in a lot of instances. They cannot start their project because there 
is no Federal money available. 

Now I went down yesterday—I don’t mind being frank with the 
committee—and laid this proposition before the folks down at the 
White House and one of the Presidential assistants accompanied me 
over to the Bureau of the Budget and we pointed out to them the 
necessity of seeing to it that the Government’s obligations or the Gov- 
ernment’s commitment to these 600 school districts be carried out so 
that we could drop Public Law 815 and it would not be necessary to 
continue it for future appropriations. That is the understanding that 
if this money is appropriated it will clear up every project under 815 
and we will let it die as we would let it die on the 30th of this June as 
that is the last date they can make applications. That is the object of 
this, to take care of the Government’s obligations to these districts. 
Most of them would have had the money if the money hadn’t been used 
cn these new installations. 

H. R. 4511 was vetoed by the President and that is why this $80 
million is necessary. We have actual commitments made to these 
school districts that if they go ahead and do their own local financing 
the Federal money would be available. They can’t start the project. 
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There was a considerable delay, if you will recall, due to the shortage 
of steel and I acted as chairman of a special steel committee to get them 
additicnal steel and when the steel was available it turns up that they 
have no Federal money available because it was used for that other 
purpose. 

This $80 million will clear up the whole proposition under Public 
Law 815 and we will let it pass out of existence. 

Otherwise, in reviving Public Laws 815 and 874 which have been 
reported out of the subcommittee of the Education and Labor Com- 
mittee, we are recommending the continuation of it and the making 
cf appropriations for another year. If you take care of this $80 
million now, there will be no change in Public Law 815 to continue it 
for another year. The money will be available now and they can go 
ahead because they have arranged their own financing in every one of 
those projects and can proceed at once with construction work. 

Mr. Focarry. Thank you very much, Congressman. 

Mr. Batrry. That is the gist of my argument. I am interested in 
the legislation and let me add this, Mr. Chairman: I don’t want to be 
a party to promising and committing myself as I did as a sponsor of 
this legislation, to mv fellow Members of the House of Representatives 
and see them handed a proposition where they were told that money 
would be available if they arranged their own financing for it, back 
in their districts, and now they find out that there are more than 300 
of the congressional districts where there are several schools that are 
affected by this legislation. 

I just want to carry out my commitments to my fellow Members 
of Congress that this would be done when this legislation was passed. 

I want to thank the committee for hearing me. It does not mean 
a single thing to me in the way of dollars and cents in my district, 
but [ think I owe this to my fellow Members of Congress to see that 
they are not mishandled. 

Thank you, gentlemen. 


Derenst Commountry Facriirres AND SERVICES 
WITNESSES 


RUFUS E. MILES, JR., ASSISTANT ADMINISTRATOR FOR DEFENSE 
ACTIVITIES 

M. ALLEN POND, COORDINATOR, COMMUNITY FACILITIES PRO- 
GRAM, PUBLIC HEALTH SERVICE 

R. L. HARLOW, CHIEF FINANCE OFFICER, PUBLIC HEALTH SERVICE 

M. A. STEPHENS, BUDGET OFFICER, FEDERAL SECURITY AGENCY 


Mr. Fogarty. The committee has before it now, the supplemental 
request of the Federal Security Agency in connection with defense 
community facilities and services. 

Mr. Miles, do you have a statement for the committee ? 


GENERAL STATEMENT 


Mr. Mires. We have a one-page justification and with your per- 
mission, I would like to read it. 

T would like to comment at the outset, Mr. Chairman, that we have 
been before your committee twice now in the last 9 months on this 
program and I assure you we would not come back were we not in a 
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somewhat desperate situation with respect to one aspect of the pro- 
gram. Fortunately we are not asking for any substantial amount of 
money but rather for the conversion of $100,000 worth of loan and 
grant money to salaries and expense money in order to protect the 
Government’s interest and do a minimum job of reviewing adequately 
the applications and projects which are before us. 

Additional salary and expense funds in the amount of $100,000, 
which we propose to derive by transfer from existing appropriations, 
will be necessary in fiscal year 1953 to carry out the program respon- 
sibilities of the Federal Security Agency under the terms of Public 
Law 139. The prospective balance of $75,000 which will be available 
for carry-over into 1953 is clearly insufficient to meet minimum needs 
to carry out our responsibilities and protect the interests of the Govern- 
ment under Public Law 139. 

The workload includes: 

(1) Field surveys in critical defense housing areas from which pre- 
liminary requests are received for Federal financial assistance—esti- 
mated to be 200 areas, each requiring 5 man-days per area. 

(2) Engineering study of projects for which formal applications 
are received—estimated to be 50 areas, 100 projects, each requiring 
5 man-days per area. 

(3) Periodic site inspections of approved projects under construc- 
tion—estimated 40 to 50 peojects, each requiring 24 man-days. 

(4) Field review of HHFA proposed projects for which PHS 
approval is necessary—estimated 100 projects, each requiring 2 man- 
days. Final review at headquarters of projects recommended in the 
field for approval will involve an estimated 400 man-days of work. 
Technical assistance to regional offices will require an estimated 180 
man-days of work. Program supervision, including membership on 
the Advisory Committee on Critical Areas, liaison with HHF A, the 
Departments of Labor and Defense, the DPA, and other agencies, is 
estimated to require 800 man-days. 

Although loan and grant funds are expected to be exhausted by the 
end of the second quarter, responsibilities under Public Law 139 con- 
tinue through June 30, 1953. These responsibilities include: 

(1) Continued field supervision of approved projects under con- 
struction; and 

(2) Continuing review of developing needs in existing or newly 
defined critical defense housing areas. 

An estimated $50,000 of the requested $100,000 will be used for 
follow-up on projects for which loans or grants have been or are in the 
process of being made to defense areas. This represents less than 

1 percent of the estimated project costs. No other funds are available 
to carry on this work. 

It is estimated that a total of $75,000 will be carried over from funds 
appropriated for “Salaries and expenses” in the Second Supplemental 
Appropriation Act of 1952—Public Law 254. We believe the mini- 
mum needs to perform the functions assigned to thé FSA require 
$148,000 for the PHS operations and $27,000 for the Office of the 
Administrator. The details of these figures are attached. We feel 
that the responsibilities assigned to this Agency under Public Law 139, 
especially the need for adequate field review and supervision of the 
projects involved, are very important in relation to assuring that the 
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Government’s investing of $8 million in this program is wise. For 


this proposed purpose the funds requested are clearly minimal. 

It is requested, therefore, that $100,000 be transferred from the 
appropriation for loans and grants contained in the Second and Third 
Supplemental Appropriation Acts of 1952 to the account, “Salaries 
and expenses,” to remain available until June 30, 1953. 

Mr. Focarry. Mr. Miles, you spoke in rather general terms. What 
is so pressing at the present moment that prompts the request for 
this $100,000?. Give us something specific. 

Mr. Mixes. Mr. Chairman, we have in hand applications from many 
communities throughout the country. In order to review carefully 
those applications and deal with the local communities in order to 
assure that the projects are, first of all, essential from a community 
and defense standpoint ; secondly, that they cannot be financed other- 
wise ; thirdly, that they are of a character and scope which is reasonable 
and not excessive, we must do a careful screening job on every one of 
these projects. Otherwise, we are not on sound ground in making 
whatever final recommendation or determination is made for a loan 
or a grant to a community. 


PREVIOUS REQUESTS FOR FUNDS 


Mr. Focarry. When you first appeared before this committee 9 
months ago after enactment of Public Law 139 what were your requests 
at that time for administration ? 

Mr. Ponp. It was $535,000. 

Mr. Mixes. That was the second one. Mr. Stephens, do you have 
that figure ? 

Mr. Sreruens. The amount was $500,000. 

Mr. Mixxrs. That is the one figure missing from my memory. The 
appropriation the first time was $250,000. 

Mr. Fogarty. We gave you $250,000 with which to start the pro- 
gram, that is, for administrative expenses? 

Mr. Mixes. Yes, Mr. Chairman. 

Mr. Foearry. How much for grants and loans ?/ 

Mr. Mixes. It was $4 million. 

Mr. Focarry. You got $4 million the first time ? 

Mr. Mires. Yes, sir. 

Mr. Ponp. Your committee gave us $1 million and the Senate 
recommended $10 million and the conference made it $4 million. 

Mr. Focarry. What did you request ; $25 million ? 

Mr. Mrizs. It was $25 million; yes. 

Mr. Focarry. And your second appearance before the committee ? 

Mr. Mixes. We requested $25,750,000, of which $535,000 was for 
salaries and expenses. 

Mr. Fogarty. How much did you get ? 

Mr. Miss. Nothing, sir. 

Mr. Ponp. We got $4 million for loans and grants. 

Mr. Fogarty. Since enactment of this law you have received $8 
million for loans and grants and $250.000 for administration ? 

Mr. Mixes. Yes, sir. 

Mr. Foearry. You now ask for $100,000 to be transferred from the 
grant program to “Administrative expenses” ¢ 
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Mr. Mixes. That is precisely what we are asking, yes, sir, Mr. 
Chairman. 

When that $100,000 is transferred, if it is, the ratio of the total, 
appropriations for “Salaries and expenses”—for administrative ex- 
penses, to the total loan and grant money will be approximately 4.5 
percent and we think that that is very reasonable considering the care 
with which it is necessary to review the applications and follow up 
on the projects afterward. 


ALLOCATION OF FUNDS FOR LOANS AND GRANTS 


Mr. Focarry. How much of this $8 million has been allocated? 

Mr. Muzzs. $2.5 million, sir. 

Mr. Focarry. Is that all? 

Mr. Mixes. As we have been operating slowly, especially in view 
of the expressed desire of the Congress that we move slowly in this 
program, or at least very carefully, and since the amount of money 
appropriated is small, we have taken the position, and we felt it was 
certainly the desire of the committee, that we should screen these ap- 
plications very carefully and not move ahead any more rapidly than 
is obviously necessary in order to meet the most urgent needs in the 
most critical areas. 

Mr. Foearry. When I talked to you the last time you appeared 
before the committee, you said the need was so urgent that in no time 
this money would be allocated and that the $4 million you originally 
got was to be allocated right away. Did you not tell us something 
like that ? 

Mr. Mites. Mr. Chairman, I must say in all candor that the so- 
called stretch-out in the defense mobilization program has had effect 
of reducing the peaks of load, the peaks of in-migration which had 
previously been anticipated in most of these communities. In con- 
sequence of that stretch-out in the defense mobilization pare: and as 
a consequence of the obvious desire of the committee that we should 
move ahead very cautiously in this program, we have been very miserly 
with the money, which we have assumed would be in line with the 
Congress’ desire. 

Mr. Foearry. It seems to me that you have been somewhat mixed 
up in your appearances here before. As I remember in the first ap- 
pearance here you were asking for $25 million and I don’t believe any 
area had been termed critical at the time. 

Mr. Mites. Yes, sir. 

Mr. Focarry. That was the main reason we only allowed you $1 
million because no one seemed to know where we were going. 

Then the last time you appeared before us, I don’t think any of the 
$4 million, which was the compromise between the House and the 
Senate on your first request, had been allocated, had it? 

Mr. Ponp. Not as of that date, sir. 

Mr. Denton. When was the other time you were here ? 

Mr. Ponp. The 25th of February, or the 26th. 

Mr. Focarty. And those funds had been available since November / 

Mr. Mines. Yes, sir. 

Mr. Focarty. Then from November through February you hadn't 
allocated anything ? 

Mr. Mires. When I appeared before on the 25th of February, I 
called attention to the fact that the job of getting the necessary staff 
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on board, getting the review done, dealing with the local communi- 
ties, having the local communities prepare their applications, doing 
a renegotiation job where the scope of the projects was too great, and 
even doing a renegotiation job downward where the amount of money 
requested in relation to the communities’ resources was too high, was a 
time-consuming operation. 

Mr. Focarry. I think you testified the last time you were here you 
were able by renegotiation to save a substantial amount. 
Mr. Ponp. That is right. 
















BREAKDOWN OF SUPPLEMENTAL REQUEST 


Mr. Focarry. How will you break down this $100,000? How many 
additional personnel ? 

Mr. Mites. Actually, Mr. Chairman, we are in the process of reduc- 
ing the staff, but the total number of personnel who will be 
involved 

Mr. Focarry. How many do you have on the rolls at the present 
time? 

Mr. Mixes. I would have to enter those figures precisely in the 
record. We have the average number. We have had 55 positions 
and we are in the process of reducing those positions. 
























CARRY-OVER OF FUNDS FROM 1952 





Mr. Focarry. How much of that $250,000 have you spent up to 
date ? 

Mr. Mires. As of the end of this month we will have expended 
$175,000. 

Mr. Focarty. That means you will have left $75,000? 

Mr. Mires. Yes. 

Mr. Focarry. You will have that left for what year? 

Mr. Mires. That will be for 1953. 

Mr. Strernens. That particular money, Mr. Chairman, was made 
available in 1953 by some act and will be carried over. In other words. 
any savings in the $250,000 will be available for “Salaries and ex- 
penses” in 1953. That is what Mr. Miles was talking about, the 
$75,000. This $100,000 would supplement that, making $175,000. 

Mr. Focarry. Do you mean when you appeared before us on Novem- 
ber 1 that that request you were making at that time was for 1952 
and for 1953? 

Mr. Srernens. That was for 1952 but when we came up for our 
1953 request in which we got the last $4 million, the committee did 
not give us any administrative money at that time and said that the 
money already available, for which we had some balance at that time, 
would be available in 1953. That was in one of the supplementals. 

Mr. Mires. The $535,000 which was requested in connection with 
the third supplemental carried language making it available for 1953. 
In other words that was intended to be a 1953 appropriation. 














































SCHEDULE FOR ALLOCATING REMAINING GRANT FUNDS 


Mr. Fogarty. You have allocated $2.5 million of the $8 million. 
Mr. Mies. Yes. 
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Mr. Focarry. When do you anticipate the other 514 million will be 
allocated ? 

Mr. Mites. We anticipate it will be spread over the next approxi- 
mately 6 months. 

Mr. Focarry. What happens then? 

Mr. Mies, Then we are out of money. 

Mr. Fogarty. By the 1st of January you will have expended all 
the money for these grants? 

Mr. Mixes. That is right. 

Mr. Focarry. Are you figuring this $100,000 will last you until 
January 1? 

Mr. Muzs. We figure it will last us beyond January 1, Mr. Chair- 
man, because we have the responsibility for following up on these 
projects afterward to make sure that they are carried out as agreed 
upon in the terms and conditions of the projects. We also are assum- 
ing that there will be some continued responsibility in connection 
with the screening of applications in the event any additional funds 
are made available before the expiration of the life of the law. 

Mr. Fogarty. Dr. Hedrick 


REASONS FOR SO FEW APPLICATIONS 


Mr. Hepricx. How do you explain that you have had few applica- 
tions for these facilities? 

Mr. Mitrs. Well, Dr. Hedrick, I would say that one of the reasons 
is—one of the most important reasons is that the Defense Mobiliza- 
tion program has not risen to the peak which was anticipated last 
fall and early winter. You may recall that the Defense Mobilization 


Chairman, Mr. Wilson, in the early spring, revised his forecast—I 
believe it was in March that he revised his forecast and he said that 
we now have a plateau, rather than rising to a peak and dropping off. 

A second reason is that many of the communities have been discour- 
aged in applying for any aid for the simple reason that they felt there 
would not be any funds available. The third reason is that we have 
actually done a screening-out job in which we have dealt with the 
communities in a preliminary manner orally, and made a preliminary 
determination which in effect would make it unnecessary for them to 
submit an application where they obviously would not be eligible, and 
we discouraged them from submitting applications. It would cost 
money for them to have engineering plans drawn in detail and have the 
applications submitted if there was no chance of their getting any 
money. 

In view of the small appropriations we have actively discouraged 
many of them from submitting any formal applications. I gathered 
that that was not contrary to the intent of the Congress to save money 
wherever possible in this program. 


NUMBER OF APPROVED PROJECTS 


Mr. Hepricx. I think that is an excellent idea. 

How many projects have you actually approved ? 

Mr. Mires. Thirteen. 

Mr. Hepricx. Where are they located ? 
20553—52—pt. 1——17 
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Mr. Mrzs. Most of them in the Savannah River area, Marietta and 
Cobb Counties, Ga., and Jacksonville, N. C. There is a big marine 
base there. 

Mr. Heprick. You told us about the situation that exists there be- 
fore, about the water situation. Has that been corrected ? 

Mr. Mixes. It will be corrected with the funds that have been ap- 
proved for the construction of the waterworks project. 

Mr. Heprick. Do you mean that has not been started yet ? 

Mr. Mites. The project itself is not under way. 

Mr. Hepricx. You led us to believe this was almost an emergency 
when you were here before. Is that not right, Mr. Chairman ? 

Mr. Focarry. They said they expected to make the allotment for 
this project in 2 or 3 weeks from the time they were here. 

I believe you had some trouble in renegotiation there, too; did you 
not? 

Mr. Mirzs. Yes. 

Mr. Focarry. And by renegotiation you saved quite a bit of money, 
did you not? 

Mr. Mires. Yes, sir. 

Mr. Ponp. There was a further renegotiation resulting in a consid- 
erably greater saving before we finally approved it. 

Mr. Heprickx. I understood the health of the community was in 
jeopardy due to the situation there. 

Mr. Mixes. It comes very close to being in jeopardy. It is a nice 
balance, Dr: Hedrick, as to how long you wait when the health of the 
community is in jeopardy in order to renegotiate to save money. We 
have saved several hundred thousand dollars additional money and 
nobody is terribly seriously ill from the lack of a waterworks but 
the situation is not good. 

Mr. Heprick. Suppose we had 200 deaths from typhoid fever? 

Mr. Mires. It would have been on our heads. There is no question 
about it. That is the risk one always has to take in making that 
kind of decision. 

Mr. Hepricx. I do not believe it ever pays to take a risk when 
health is involved. Not even to save money. 

That is all, Mr. Chairman. 

Mr. Fogarty. Mr. Denton. 


TYPE OF PROJECT APPROVED 


Mr. Denton. Do these 13 projects call for sewage and water 
mp! 

Mr. Ponp. Yes, sir. 

Mr. Mixes. Yes, sir. 

Mr. Denton. And the work you do deals primarily with water and 
sewage ? 

Mr. Mires. Almost entirely. 

Mr. Denton. Have you had applications from other parts of the 
country / 

Mr. Mires. Oh, yes. We have had them from many different lo- 
ealities. Mr. Pond has a list of localities if you would like to have 
them. 

Mr. Denton. Which are pending? 

Mr. Ponp. Yes, sir. 
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Mr. Denton. I would like to see that list but I would not want to 


burden this record with it. 
Mr. Fogarry. Mr. Busbey 
Mr. Bussy. No questions. 
Mr. Focarry. Do you have any further questions, Mr. Denton ? 
Mr. Denron. I have no no further questions. 
Mr. Mites. Thank you very much, Mr. Miles. 





Pusiic Hearttru Service 


WITNESS 
R. L. HARLOW, CHIEF FINANCE OFFICER 


Mr. Focarry. We have now before us a supplemental request from 
the Public Health Service. Mr. Harlow, do you have a statement 
for the committee ? 


IncREASED Pay ror CoMMISSIONED OFFICERS 


Mr. Hartow. Mr. Chairman, the item I want to talk about today 
is the supplemental estimate for 1953 totaling $961,000, spread over 
16 different appropriations, which is brought about by passage by 
Congress of Public Law 346 which gave increases in pay and allow- 
ances to the commissioned services of the Government which include 
the military forces, the Public Health Service, the Coast Guard, the 
Coast and Geodetic Survey, and so forth. 

The act allows a 4-percent increase in base pay and 14-percent in- 
crease in allowances. 

Now this item is very important in the 1953 budget of the Public 
Health Service, Mr. Chairman, for several reasons. With your per- 
mission I would like to mention a few of those. 

In the first place, I would like to say the 1953 budget with which 
we came to Congress, and on which you had hearings and on which 
there is now a bill pending, did not include any allowances for the 
increase in pay for the commissioned corps because that act had not 
been canval ee Congress when you considered it. 

Now, in that 1953 budget that we presented to you there were sub- 
stantial reductions below the 1952 comparable amounts in all but 
a few programs. We did have a new item in the budget for the 
evaluation of the new TB drugs that had been somewhat previously 
announced—maybe “previously” is not the word I should be using— 
to the public. 

We had some additional money to begin operations in the new 
research laboratory in Cincinnati where a new building will come into 
the picture in 1953. 

We had some money to begin the staffing of the new clinical center 
at Bethesda, and we had some money to enable the States to give 
better technical assistance to those communities who wanted to go 
into the fluorination of water supply. 

As the bill was passed by the House and by the Senate, and it is 
now in conference, as you know, Congress has made substantial cuts 
in these budget items, which in themselves were already below the 
1952 comparable amounts. 
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The two exceptions to that statement are the appropriations for 
heart and cancer, when you know the Senate has added considerable 
amounts. ‘ 

If we are to carry out these reduced programs, as Congress has said 
we shall under the bill that is now pending, we, of course, in order to 
do that, will have to have this additional money, because it is going 
to cost us that much more by reason of the increase provided in the 

ay act. 
£ Another significant thing about this $961,000 is that the ater 
part of it, $388,000, is in the operation of the Public Health Service 
hospitals. 

Mr. Focarty. Do you have a breakdown for the committee in the 
16 agencies, as to how much are the costs in each one? 

Mr. Haruiow. Yes, sir; we submitted some material to the com- 
mittee which should contain a tabulation showing the amount in each 
appropriation. 

Mr. Focarry. The largest increase is in “Hospitals and medical 
care,” where this pay act increase would cost an additional $388,000; 
is that right? 

Mr. Hartow. Yes, sir. 


SPECIAL PROBLEM REGARDING HOSPITAL OPERATIONS 


I am neither the prophet nor the son of a phophet, but I do not 
need to be in order to a ae that the hospital operation is practically 
bankrupt as it goes into the 1953 program. The reason say that 
is that we have a $38 million operation in that program. It is going 
to cost us $38 million. 

The appropriation that is in the bill is around $32 million, and that 
was made in contemplation of about a $6 million reimbursement that 
we would get in pay patients, principally veterans, which would give 
us the required $38 million. 

It is quite probable as we sit here today that we are not going to 
get anywhere near $6 million reimbursements from the veterans, 
which is going to throw a very acute operating and management 
problem on the Hospital Division. 

Mr. Fogarty. Which is already very tight anyway. 

Mr. Harvow. It has been tight for several years; yes, sir, 

It is absolutely essential, I say, that we do not throw an additional! 
burden on the hospital operation for this increased pay cost. 

Mr. Focarry. If we did not grant this increase in pay cost which 
Congress has voted, that would mean you would have to reduce the 
operation of these hospitals nearly $400,000 in addition to what it 
has already been reduced as a result of the veterans’ operations ? 

Mr. Harvow. Yes, sir; and we would certainly have to give serious 
consideration to closing hospitals, Mr. Chairman. 

As you go down that list that is one other thing I would like to 
call to your attention: Out of these 16 items, every one of them but 
three has been reduced by the Congress below the figure that was 
presented to you in the budget and nearly all of them were budgeted 
for less than the comparable amount for 1952. 

Mr. Focarry. At the time we considered the appropriation for 1953, 
this pay act increase had not passed the House. 

Mr. Hartow. No, sir. 
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Mr. Fogarty. A year ago we had passed an increase for civil-service 
+. ¥ - . 

employees but this is a separate act for members of the armed services. 
It takes in the Medical Corps, the Coast Guard, and the Coast and 
Geodetic Survey, as well as the Defense Department. 

Mr. Hartow. Yes. 

Mr. Fogarty. I understand they came up earlier with similar budget 
requests to take care of this increase in one or two other agencies? 

Mr. Hartow. Yes; the one in the Coast and Geodetic Survey came 
up before they reached the bill and they added it to the bill in the 
Senate. 

Mr. Foearry. Thank you very much, Doctor. 


Bureau or Mepicar Services 
WITNESS 
DR. G. HALSEY HUNT, ASSOCIATE CHIEF 


Mr. Foearry. Dr. Hunt, you are here to justify this request for 
assistance to Hawaii in the care and treatment of leprosy ? 

Dr. Hunt. Yes, sir. This is in anticipation of the passage of H. R. 
1739, which has been passed by both Houses, with differences. There 
has been a conference committee which has reported out agreement 
and the report has been agreed to by the Senate. I do not believe it 
has been agreed to by the House as yet. 

Mr. Fogarty. Tell us what H. R. 1739 provides. When did it pass 
the House, do you know ? 

Dr. Hunt. It was about 6 or 8 weeks ago. 

Mr. Stepuens. May 21, Mr. Chairman, it passed the House. 

Dr. Hunt. The bill authorizes the Surgeon General to provide funds 
to the Territory of Hawaii for the treatment of patients with leprosy. 
According to the bill, these payments are to be made— 
when so provided in appropriations for any fiscal year for the maintenance of 
hospitals of the service, at a per diem rate determined from time to time by the 
Surgeon General which shall, subject to availability of appropriations, be approx- 
imately equal to the per diem operating cost per patient of such facilities except 
that such per diem rate shall not be greater than the comparable per diem operat- 
ing cost per patient at the National Leprosarium in Carville, La. 

That is the end of the quotation. 

The supplemental estimate before you of $1,042,00 was prepared on 
the basis of testimony given at the hearings before the House and Sen- 
ate committees. It is based on a per diem cost of $8 and an average load 
of 357 patients. 

The per diem cost of the National Leprosarium at Carville as of 
April 1952, is $11.20. That is the ceiling beyond which the bill would 
not permit us to go. Actually the present estimate is based on a per 
diem at Hawaii of $8. 

Information which we have received today from the Department 
of Health in the Territory of Hawaii indicates that the per diem 
cost for the fiscal year 1952, the year just ending, will be $8.80, approx- 
imately 10 percent higher than the best data available when the sup- 
plemental request was submitted. 

I might add that we look upon this as a completely separate project 
from the operation of our own hospitals. This appropriation, in our 
administration, would be used solely for the purpose of reimbursing 
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the Territory of Hawaii and within the limits of the appropriation 
made for that purpose. 
In other words, this would not be added to the appropriation for 
the operation of our own hospitals, as an interchangeable amount. 
We feel that it is important to keep it separate. 
Mr. Fogarry. Why? 
Dr. Hunt. Because this is a grant program to a territory which may 
some day be a State, over whose operations we have no direct control. 
The most we can do is to have the Surgeon General set a per diem 
rate at which we reimburse the Territory of Hawaii. I personally 
feel it would be unfortunate if this were mixed into the funds for the 
operation of our own hospitals because under such a situation Hawaii 
could call upon us for more money than the Congress had appropriated 
or conversely if it happened to be a lean year and Hawaii did not need 
as much money, we would be mixing into our appropriation money 
which you gentlemen are appropriating for the specific purpose of 
reimbursing Hawaii. I do feel the thing should be Rent distinct. 
Mr. Focarry. How many patients do we have in Carville? 
Dr. Hunt. Just over 400. 


Mr. Fogarty. Do they have as many lepers in Hawaii as we have 
in this country ¢ 

Dr. Hunt. They have more than we have at Carville. The infor- 
mation from Hawaii is that they have 334 patients in the hospital this 
fiscal year, with an additional 121 whom hoa treat on an out-patient 
basis. 

Mr. Focarry. How do they treat them on an out-patient basis? 1 
thought they were supposed to be segregated. 

Dr. Hunt. The necessity for segregation becomes much less acute 
when they have been under treatment for some time and when the 
disease has become somewhat quiescent. If such people are to live 
in a home with no children, if they can be reasonably taken care of 
and reasonably isolated from other people at home, they are per- 
mitted to go home and simply come in for occasional out-patient 
observation and administration of medication. 

Mr. Focarry. About how many do we have like that in this country ? 

Dr. Hunvr. That is a difficult figure. There is an unknown number 
of patients under the care of private physicians who never get to 
Carville. There is an additional group who are not known to have 
leprosy and who are not under treatment at all. There is a very 
small group, and I would guess that it numbers less than 20 people, 
who have been at Carville who have been given what is called medical 
discharges. Their disease is not under complete control, but they 
meet the requirements that we have set up, namely, the disease is 
not fulminating; they are going to a home where there will not be 
intimate contact with children; they have reached an agreement with 
a private physician to take care of them, and they have the permis- 
sion of the State health officer to do this. Now, the people have to 
meet all those requirements before they go out on so-called medical 
discharges, and I am sure that the group numbers less than 20. 

Mr. Focarry. What have the people in Hawaii been doing about 
this situation out there, previous to this? 

Dr. Hunt. They have been operating a hospital for a great many 
years, in fact, they have two hospitals, and carry on out-patient 
activity at the expense of the Territory of Hawaii. 
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Mr. Fogarty. What is that again? I did not understand that, 

Dr. Hunt. They have been taking care of these people by operat- 
ing two hospitals and carrying on out-patient activity for a good 
many years at the expense of the Territory. 

Mr. Focarry. It is like a State hospital or a Territorial hospital? 

Dr. Hunt. Exactly. It has been a Territorial hospital. 

Mr. Hepricx. Why is it they have decided all of a sudden they 
want Uncle Sam to pay this bill? 

Dr. Hunt. The Territory took the point of view, which has now 
been supported by both Houses of Congress, that the Federal Gov- 
ernment had adopted the principle of accepting responsibility for 
patients of leprosy by establishing a National Leprosarium in 1922. 
The point was made that the people in Hawaii with leprosy would 
be eligible for treatment at Carville if they were willing to make 
the trip to the mainland, if they could afford it, and if they were 
willing to go so far away from home. 

The point was further made that the Territory has been operating 
for a good many years a medical program for these people and simply 
made the plea that if they were living on the mainland it would be a 
Federal Government responsibility and therefore it should be a Fed- 
eral Government responsibility for a self-supporting Territory such 
as Hawaii. 

Mr. Fogarty. What about Alaska? 

Dr. Hunt. The House included other Territories and States in its 
bill. Those were excluded by the Senate on the basis, as I under- 
stand, that Hawaii and Alaska were in a position different from the 
other Territories with respect to taxation and so on and therefore 
the others were excluded. Alaska was excluded because there is no 
problem there. 

Mr. Fogarty. What did the conference report do? 

Dr. Hunt. The conference report was concerned mainly with the 
appropriation language. 

Mr. Fogarty. Did the conference include Alaska and other Terri- 
tories ¢ 

Dr. Hunt. They included only Hawaii. 

Mr. Focarry. How about Puerto Rico? 

Dr. Hunt. They were excluded. 

Mr. Focarry. How about the Virgin Islands? 

Dr. Hunt. There is a hospital there with a relatively small num- 
ber of patients. 

Mr. Hepricx. Has it been considered bringing them to the States? 

Dr. Hunt. Some of them have been transferred to Carville. 

Mr. Heprick. I understood they were going to so transfer all of 
them. Is that correct? 

Dr. Hunt. Probably not, Dr. Hedrick, because Carville is pretty 
well taxed right now. The facilities are rather heavily taxed and I 
doubt that we would be able to accommodate all the people from 
the Virgin Islands. We have taken quite a number of them, par- 
ticularly those who needed specialized treatment such as plastic sur- 
gery or other special treatments. 

Mr. Focarry. Are there any States in this country that have 
State leprosariums ? 

Dr. Hunt. No. 

Mr. Focarry. Are there any private institutes? 
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Dr. Hunt. None for that purpose. There may be private institu- 
tions who take people with leprosy but none set up for that purpose. 

Mr. Hepricx. You did not make the trip to Carville, did you Mr. 
Chairman? 

Mr. Foearty. No. I hope to get down there sometime. 

Mr. Heprickx. We spent a whole day there last year. It was very 
interesting. Very sad, however. 

Dr. Hunt. Yes; it is, although much less sad now than it was 10 
years ago. 

Mr. Focarry. Are there any other questions? Thank you very 
much, Doctor. 
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Mr. Gary. The committee will come to order. 

This meeting has been called this morning to consider a supple- 
mental estimate for 1953 in House Document 486, totaling $6,625,000, 
covering cost of military pay increases in the United States Coast 
Guard in accordance with Public Law 346 of the Eighty-second Con- 
gress. 

Three appropriation titles are concerned. 

Admiral O’Nemu. Yes. 


OpeRATING EXPENSES 


Mr. Gary. The first is operating expenses. The request is for $5,- 
900,000, an increase over the appropriated item of $194,000,000 in the 
regular 1953 bill. 

We will insert in the record at this point pages 2 through 8-A 
of the green sheets and pages 9 and 10 of the justifications. 
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(The matter referred to follows:) 


OPERATING ExpENsEs, Coast GUARD 
Amounts available for obligation 

























































































Territorial cost-of-living A na ha ee 








67, 494 








67, 494 


Presently Revised P 
available estimate Difference 
po 2 i eae or estimate .| $194, 000, 000 | | $199, 900, 000 $5, 900, 000 
Obligations payable out of reimbursements from other sources. 800, 000 | 800, 000 des OS 5a ; 
Total available for obligations. ..........-..----.-..---- 194, 800,000 | 200, 700, 000 15, 900, 000 
u 
Obligations by activities 
ae Presently | Revised esti- : 
Description available mate Difference 
DIRECT OBLIGATIONS 
1. Search, rescue, and law enforcement_....................--- $86, 507,475 | $89,138, 877 $2, 631, 402 
Se eon i ane Ener 54, 725, 775 56, 389, 573 1, 663, 798 
ie ST OR is iesiennctdemmeccedcnoneseekse bu bdnodcaeetiin 32, 605, 006 33, 596, 204 991, 198 
Ne ad ie wahacatieasniaaseda pieieene 20, 161, 744 20, 775, 346 613, 602 
Tee Giret euinations...... ..........- cae ee | 194, 000, 000 199, 900, 000 5, 900, 000 
Obligations payable out of reimbursements from other sources. 800, 000 OF eee ea 
gf | eee Me eR Ee 8 68 ee eee e 194, 800, 060 200, 700, 000 | 5, 900, 000 
Obligations by objects 
: " . Presently Revised Difference 
Object classification available estimate 
SUMMARY OF PERSONAL SERVICES 
Number of permanent positions: 
ND cnccvidacdvununntanmebbaLticttn Mekecisoves 35, 115 | eas Bee 
I teeth ho otic dh Medial < chadbbgindidploiman cMpe-ob-bcenueds 3, 286 3, 286 eT eee 
Total number of permanent positions__....._-........- | 38, 401 bi 3 ___ 38,401 }-.-.--...-.--- 
Full-time equivalent of all other positions: Civilian seigil 104 | 104 1 er res ele 
Average number of all a | 
Military -- ied dtrebtipthie' se | 34, 915.0 | 94,015. 0 1. .... tuncdbsn 
Civilian _ _--- o----| 3, 214.1 3, 214.1 i PE 
Total average number of all employees.._-_. 38, 129. 1 | 38, 129. 1 
Personal service obligations: | BS 2 ae 
Permanent positions: | 
Military EE eo | $108, 589, 491 | $109, 489, 491 $5, 900, 000 
Civilian _ - ----| 11,734,487 11, 734, 487 ain 
Average salari¢s and grades: 
Crafts, protective and custodial grades: 
Average selery...5<2..5.........- ee PE For oe en a eee | 2, 998 EY Sarees 
it RR RES SS ERLE ES SIME ELE | CPC-3.4 ti gon FY Reeaeer ees 
Grades established by head of agency: } | 
I a | $8, 217 ME Bate acisinncie ca 
Average range (lighthouse keepers) _-__............__- $2, 798-$3, 250 ($2, 708-$3, 250 |_.........___- 
Ungraded positions: Average salary.........- Piictcmnacainn | $3, 367 $3, 367 | SE ee 
Personal service obligations: | sate | Sax! 
Permanent positions: | | 
a ee ES | $103, 589, 491 | $109, 489, 491 5, 900, 000 
| RESERE YOST aR eS aes ROL e eee i 11, 734,487 MN 2 eerie 
Part-time and temporary positions.__...............-.-.-- 533, 500 | eee 
Regular pay in excess of 52-week base...............-.-.-- | 31, 510 7 Se eee 
Night work differential, custodial...............2.2-22__- 3, 000 | AT 5's Sareieainere 
a Se ee eee ee 30, 000 _ 4. BPR Genter sae 
Overtime and holiday pay, marine inspection (46 U. S.C. | 
i ees SNP SS NSS TIT Ae 42, 500 | CRM Lab sndesukemmds 
Additional compensat ion above basic rates for keepers | } 
(Public Law 1438, 81st Cong. | 151, 722 a 151, 722 


Total, personal service obligations | 


onn 





116, 183, 704 


| 











oie ep ite i met 
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— by objects—Continued 








Object classification Preentty Renee. Ditlerence 








it la he FN NS RIN 





= sagt ane Nar aR Ge 


DIRECT OBLIGATIONS 


$116, 083, 704 | $121, 983,704 $5, 900, 000 


01 Personal services____. Se SE ORI oy * Si : 
a 5, 019, 502 | Vo 3 2 See eee 




















| 
ey |, esanes xe - oh 
03 Transportation of things Pee CE ee ce 3, 112, 357 | eS ae eee 
04 Communication services nia seticaadakaa ut 849, 195 | |) Rae 
05 Rents and utility services 5 Pe a coy 1, 395, 103 | ye Sere 
06 Printing and reproduction Lematee Obie teceusee kode 563, 012 | 563, 012 | aRD eee 
07 Other contractual services @ ; : _-| 14,210,950 | = 14, 210, 950 | bie 
Services performed by other agencies nosnvwetetn cml 1 Rap ae Gon. SR ee 
08 Supplies and materials... _____- : EDS. scant “SEOs 655 | 31,615, 655 | Bei TS 
09 Equipment ERA EIST a 8, 318, 957 Se eee 
10 Lands and structures ‘- EFT > TET 250, 000 | 250, 000 sosinas aie ncabcts 
12 Pensions, annuities, and insurance losses. } 363, 800 | eee 
13 Refunds, awards, and indemnities | 37, 000 | 37, 000 shcfakinae ae ioeeeal 
15 Taxes and assessments... ___- ee 9, 526 | 0, 636 |... eek 
Subtotal ween 2. 194, 039, 720 | 199, 939, 720 | 5, 900, 000 
Deduet charges for quarters and subsistence - eRe baae Chars 39, 720 | TON in nns-csesseee 
Total direct obligations._.................- , | 194,000, 000 | 1%, 900, 000 | 5, 900, 000 
OBLIGATIONS PAYABLE OUT OF REIMBURSEMENTS FROM OTHER | 
ACCOUNTS | | 
01 Personal services ERE RO RE EAS 200, 000 | - | | eee 
05 Rents and utility services.._._.___...._-.-...-._.--- rar 30.000 | oe ese 
07 Other contractual services --_...............--.-.----.------] 130. 000 | 130. 000 ~ Sa SETS 
GB Sugeues ane materials... -. 2.5... 5 ok ei 260. 000 i 3 ee 
RG EES oe ore a ree oe eae eye ‘hake 180, 000 Tt Rae pee ea 
Total obligations payable out of reimbursements from | | 
other accounts. ................ Bat is eR ee ce 3 ---| 800, 000 | 800, 000 | ; ay 
| > )olUoO=ooEaeESEEeE SSS. OSE ee 
URE RIIROOOGS 5 iss s oon pa gp ncnietonn- dee ----| 194, 800,000 | 200, 700, 000 5, 900, 000 
' | 





Average salary and grade 





| Actual, 1951 | Estimate, 1952 | Estimate, 1953 


SUMMARY OF PERSONAL SERVICES 


Average salaries and grades: 
General schedule grades: 








Average salary $3,678. _....-._| $4,068 .---| $4,103. 
Average grade ; GS-5.3 __- GS-53 Gs-5.4, 
Craft, protective, and custodial grades: | 
Average salary : ‘ | $2,676 $2,998 | $2,998. 
Average grade . CPC-3.4_. CPC-3.4 ..| CPC-3.4 
Grades established by head of ageney: } | 
Average salary pica $2,881 : $3,217. 
Average range (lighthouse keepers) Mere ty .798 to $3,250. $§ 798 to $3, 250. $2,798 to $3,250 
3 3 266 meat $3 367 _ ‘ $3,367. 


Ungraded positions: Average salary 


SCHEDULE OF SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 
Appropriation title: Operating expenses, Coast Guard. 
AGENCY: Treasury. 
BUREAU: Coast Guard. 
1. ANALYSIS OF AMOUNT AVAILABLE 


as I On cee muiereainiions sien oxen wo tn enamrenes,- RY ee 10, 000 





2. ANALYSIS OF ESTIMATE AND SUPPLEMENTAL REQUIRED 


ier RN EAE SARIN MERE SERNA RI! COIN eR $199, 900, 000 
©. Less total available (same as A above) —-__- — 194, 000, 000 
D. Estimated supplemental required (B minus C)_------------- 





5, 900, 000 








E. Date obligational authority will be needed: July 1, 1952. 
F. Date cash for expenditure will be needed: July 15, 1952. 


3. ESTIMATE OF SUPPLEMENTAL APPROPRIATION INCLUDED IN LATEST BUDGET 


Amount: None. 


4. ESTIMATED EXPENDITURES FROM SUPPLEMENTAL 





In budget Revised 











I A Binns nheniandedkbbandnndsactipucddatnakoubudooo neues 0 $5, 900, 000 
n next Ng ead ae aE ea ernie A Re Meee EONS SLE 0 0 
CS REST REECIRS O25, ES RE hn Sn 0 0 
ae eee ee Se eRe eR OS Lhe 0 5, 900, 000 








OPERATING EXPENSES, Coast GUARD—PURPOSE AND NEED FOR SUPPLEMENTAL 
FuNnpbs 


1. PURPOSE AND NEED 

Supplemental funds in the amount of $5,900,000 are required for fiscal year 
1953 to provide for increased pay and allowances of military personnel in 
accordance with Public Law 346, Eighty-second Congress. 


2. METHOD OF DETERMINING AMOUNT 


Supplemental funds required have been determined by costing the program at 
the new pay and allowance rates provided for in Public Law 346. 


3. REASON ADDITIONAL FUNDS REQUIRED 


The amount provided in the Coast Guard’s 1953 appropriation is insufficient 
to meet the cost of the pay increase. 


4. EXPLANATION OF LANGUAGE 


No change in appropriation language is proposed. 





effe 
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5. JUSTIFICATION 


Detailed comparative schedule of present cost and revised cost of items 
effected by the military pay increase is as follows: 


Operating expenses, Coast Guard—military personal cost, fiscal year 1953 




































































Presently | Increase. Revised 
Item available | percent’ | estimate | Difference 
Commissioned officers: | 

SS Ste EE aR ap aiee $14, 237, 117 4.0 |$14, 806, 601 $569, 484 
Quarters and subsistence.__..-.......-..-.....--..-] 5, 151, 438 14.0 | 5,872, 639 721, 208 
Total, commissioned officers.........-..--.--.---- 19, 388, 555 |... | 20,679,240 | 1, 290, 685 
Chief warrant and warrant officers: as ae 
OSE ER RS a 4.0 | 3,547, 265 136, 433 
Quarters and subsistence _-_-_-- EES Sa See 1, 380, 996 14.0 | 1,574,335 193, 339 
Total warrant officers.....---...._.----. _....-| 4,701,828 |.....| 8,121,600] 329,771 
Cadets: Basic pay... _.----_-_-.-- mmaessacie® iii Y 4.0| 626631 |. 20,255 

Enlisted men: | | 
Basic pay -- ~ BAAS RES he ..-----| 51,365, 459 4.0 | 53,419, 935 2, 054, 476 

Allowances: Se | 
Cash subsistence... .....-.-- tice Renin Sib tpetitipaee | 3, 038, 625 | 14.0 | 3,464, 033 425, 408 
Basic allowance quarters _--- Lenin ----| 1,118, 880 14.0 | 1,275, 523 | 156, 643 
Dependent’s assistance ____ dee 5 11, 406, 456 | 14.0 | 12,981,920 | 1,575,464 
RE Chen eras aatiened 1, 182, 415 4.0 1, 229, 712 7, 297 

ER ee rae See Ge Te eer ea Taree Oey ie | 


ce OR a ee Sa Re GO ee pee { i. 


Grand total - ees ee me 





GENERAL STATEMENT 


Mr. Gary. Admiral O'Neill, we will be very glad to hear from you 
with respect to these items. 

Admiral O’Nemu. Thank you, Mr. Chairman. 

I have no prepared statement. I would just like to say that Public 
Law 346 of the Eighty-second Congress increased the military pay 
and allowances by 4 percent of the base pay and 14 percent of subsist- 
ance and allowances. 

This law was approved on May 19, 1952, and no provision, there- 
fore, could be made for this increased cost in our 1953 budget. 

The funds for our various programs in the fiscal year 1953 would 
not be sufficient to enable us to meet this increased cost due to this leg- 
islation. This supplemental request for appropriations is to permit 
us to meet this cost. It amounts to a total of $6,625,000. 

The estimate for operating expenses is $5,900,000 which includes 
the 4 percent increase in base pay and 14 percent in the pay and 
allowances. 

There is $625,000 under retired pay, which includes the 4 percent 
of the base pay increase for the retired personnel. 

There is $100,000 under Reserve training to meet the 4 percent of 
pay and the 14 percent of allowance cost of the Reserve program. This 
includes the cost for administrative personnel for the 2 weeks’ training 
period and the pay for their drill period under our Reserve training 
program. 
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COST OF PAY INCREASE IN 1952 





Mr. Gary. What was the cost of this program in the fiscal year 
1952¢ This increase went into effect this year. 

Admiral O’New. For the 2 months in 1952, May and June, will you 
answer the question, Admiral Wood ? 

Admiral Woop, Approximately $900,000. 

Mr. Gary. And did you absorb that out of your regular appropria- 
tions for 1952? 

Admiral O’Nety. Yes. 

Mr. Gary. Therefore, you have not asked for any additional ap- 
propriation for fiscal 1952, but this covers the full fiscal year 1953? 

Admiral O’Netiu. Yes; that is correct. 


MILITARY STRENGTH 






Mr. Gary. What is the present military strength ? 
Admiral Woop. Commissioned officers as of June 20, 3,090; war- 
rant officers, 920; cadets, 358; and enlisted, 30,206. 

Mr. Gary. What is your programed strength for June 30, 1953? 

Admiral Woop. Commissioned officers, 3,120; warrant officers, 922; 
cadets, 531; and enlisted, 30,342. 

That is the strength to be paid for out of the operating expense 
fund. There are some other personnel that are paid for our of 
other funds such as personnel manning the Courier and paid for by 
the State Department. ‘Those assigned to the yard are paid for out 
of the yard fund. 


MILITARY PAYROLL AND ALLOWANCES 











Mr. Gary. What is your total military payroll for salaries as of 
the latest date? 

Admiral Woop. The latest information on the payroll was as of 
April, $111,136.992 on an annual basis. 

Mr. Gary. What is the amount for allowances? 

Admiral Woop. That includes pay and allowances. 

Mr. Gary. What part of it is salaries? 

Admiral O’Netx. We will insert that in the record. 
(The matter referred to follows :) 


April obligations for military pay and allowances under Operating Expenses and 
annualized extension 


| April | Annual 


















} | . 

Total pay san ok : ame 4 hncbtadphy adidnwtaas $5, 640, 633 | $67, 687, 596 
Less pay not subject to increase 3 WUE. SSSR ee MAS ee | 240, 414 | 2, 884, 968 
eae Mea Bi AOI oe a 3s on 9 8 on 3 eee venom deen wasp enneinss 5, 400, 219 64, 802, 628 
Total allowances ‘ ae ae ee Mey OO: eee eee ry | 3, 620, 783 | 43, 449, 396 


Allowances not subject EE EBS SCC P IE A AES a Hae 1, 723, 676 | 20, 684, 112 





Allowances subject to inerease___- 1, 897, 107 22, 765, 284 
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Retirep Pay 


Mr. Gary. The next item is “Retired pay,” and the estimate for that 
is $625,000, an increase over the $17,000,000 in the regular annual bill 


of 1953 . 
In this connection we will insert pages 2 and 3 


of the green sheets 


and pages 4 and 5 of the justifications in the record at this point. 


(The matter referred to follows:) 


RETIRED Pay, Coast Guarp 


Amounts available for obligation 





Presently | 
| available, 
1953 


L lhdled SI GENS ae | | $17, 000, 000 | 


| 


Description 


Appropriation or estimate 


Presently 
available, 
1953 


1. Enlisted men 

2. Commissioned officers P 
Chief warrant and warrant officers _- 

4. Former Lighthouse Service 

5. Former Lifesaving Service 

6. Reserve personnel (Public Law 810) 


$7, 080, 
), 671, 92 


Obligations incurred , 000 


Obligations by objects 


Presently 
available, 
1953 


Description 


Object Classification 
| 
$17, 000, 000 


' 


12. Pensions, annuities, and insurance losses. 


SCHEDULE OF SUPPLEMEN 


Appropriation title: 
Agency: Treasury. 
Bureau: Coast Guard. 


Retired pay. 


1. ANALYSIS OF AMOUNTS AVAILABLE 


Total estimate 


Revised 
estimate, 
1953 


Difference 


$17, 625, 000 | 


Revised esti- 


mate, 1953 


$7, 361, 487 
6, 936, 800 
2, 034, 546 
1, 238, 250 

pon mn 


21, 535 


17, 625, 000 


Revised esti- 


mate, 1953 


$17, 625, 000 | 


2. ANALYSIS OF ESTIMATE AND SUPPLEMENTAL REQUIRED 


. Estimate: 
Personal services 


Ne ER SN RT SEN a et Oe Me EMS 2 = SSeee 


C. 


D. Estimated supplemental required (B minus C)-_ 
E. Date obligational authority will be needed: July 1, 1952. 
F. Date cash for expenditure will be needed: July 15, 1952. 


| Difference 


$281, 043 
264, 876 
78, 252 
829 

625, 000 


Difference 


$625, 000 
i 


NTAL APPROPRIATIONS AND REVISED ESTIMATES 


aiigweees _ $17, 000, 000 


17, 625, 000 


17, 625, 000 
17, 609, 000 


625, 


000 
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3. ESTIMATE OF SUPPLEMENTAL APPROPRIATION INCLUDED IN LATEST BUDGET 
Amount: None. 


4. ESTIMATED EXPENDITURES FROM SUPPLEMENTAL 





In Budget | Revised 











| 
| 





RETIRED Pay, Coast GUARD—PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


1. PURPOSE AND NEED 


Supplemental funds in the amount of $625,000 are required for fiscal year 1953 
to provide for a 4-percent increase in pay of retired military personnel of the 
Coast Guard provided for in Public Law 346, Eighty-second Congress. 


2. METHOD OF DETERMINING AMOUNT 


Supplemental funds required have been determined by costing the program 
at the new pay rates provided for in Public Law 346. 


3. REASON ADDITIONAL FUNDS REQUIRED 


The amount provided in the Coast Guard’s 1953 appropriation is insufficient 
to meet the cost of the pay increase. 


4, EXPLANATION OF LANGUAGE 
No change in appropriation language is proposed. 
5. JUSTIFICATIONS 


Detailed schedules comparing the regular and revised 1953 programs are as 
follows: 


Retired pay, Coast Guard fiscal year 1953 





| Presently available 
ivi | Average — 
ee | number | Average | 4 | Average | 
cost Amount | “cost | 
/ ' 

SEE NEEL LL TLC | $1,956 $7,080,444 | $2,034 $7, 361, 487 
Commanding officers | 3,988 | 6,671,924 | 4,1 6, 936, 800 | 
Chief warrant and warrant officers... __ { 2,598 | 1,956, 204 ; 2, 034, 546 
Former Lighthouse Service iy 1, 625 1, 238, 250 1, 238, 250 | 
Former Lifesaving Service , 771 32, 382 32, 382 
Reserve Public Law 810 1,479 | 20, 706 21, 535 | 


Revised estimate 





Amount 











EGR eae eC een ERNIE: OMS Se Fy 





OBLIGATIONS 


Mr. Gary. What are your obligations as of May 31? 

Admira] Woop. $1,359,993, is the actual payroll for retired pay 
for the month of April. 
a Gary. That would include the month of May at the increased 
rate 

— Woop. That is the actual payroll as of April, the retired 
payroll. 





LS 


Ft See eNO CL 
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Mr. Gary. So it does not include the increased pay ? 

Admiral Woop. That is correct. 

Mr. Gary. Do you have the information for May ? 

Admiral Woop. No. The information for May is not yet available. 


ReEsERVE TRAINING 


Mr. Gary. The next item is “Reserve training,” and the estimate 
of 5 is an increase over the $2,500,000 contained in the regular 
1953 bill. 

We will insert in the record at this point pages 2, 3, 4, 5, and 5-A 
of the green sheets and pages 6, 7, and 8 of the justifications. 

(The matter referred to follows :) 


RESERVE TRAINING, Coast GUARD 


Amount available for obligation 





Presently | Revised esti- | 














available mate | Difference 
' 
A OENA Teen CE ATI. oo = dis naden ncn cosenasecnccnsseesses | $2,500,000 | $2,600, 000 | $100, 000 
Obligations by activities 
Presently | Revised esti- ser, 
available mate Difference 
Reserve training program................--------------------- | $2, 500,000 $2, 600, 000 | $100, 000 
| 


20553—52—pt. 1——-18 
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Obligations by objects 








: 
Object classification Puente 









Revised 
estimate 





Difference 

















SUMMARY OF PERSONAL SERVICES 


Number of permanent positions: 
Military -.- 
Civilian 












Total number of permanent positions. ..............___. 
Average number of all employees: 
Military 


REE A Oe, RMS RS DS = 112.1 | 112.1 | 
2 UR ee ; 










Total average number of all employees_._..._.......___- 
Personal service obligations: 

Permanent positions: | 
Military : 


































DIRECT OBLIGATIONS 










Personal services_.........._.._- , ” $2, 018, 882 $2, 118, 882 
02 Travel ; = 











2 . 189, 972 189, 972 
03 Transportation of things 1, 000 1,000 
04 Communication services _- 3. 100 3, 100 
05 Rent and utility services 4,000 4,000 
06 Printing and reproduction 12, 500 12, 500 
07 Other contractual services 6, 000 6, 000 
O8 Supplies and materials 252, 381 252, 381 
09 Equipment . ’ 11, 300 11, 300 
15 Taxes and assessments pleas Kiet pin atts bnel 865 865 





Total direct obligations 2, 500, 000 2, 600, 000 | 














Average salary and grade 

















Actual, Estimate, 
1951 1952 










SUMMARY OF PERSONAL SERVICES 





Average salaries and grades: 


Estimate, 
1953 


nk chnuie tea cddtediadtghetathdbladk cght meee dik $638, 700 $40, 869 
Civilian a A SIE fF Rg OPS Ne 59, 594 | _ pees Ss 
Regular pay in excess of 52-week base__......._..._-______ ee 229 | 3 teal 
Drill and active duty pay................--..-- seupbthona Sebastien 1, 320,359 | 1, 379, 490 59, 131 
Total personal service obligations nineneidraieaadacaen 2, O18, 882 2, 118, 882 100, 000 
Personal service obligations: 
Permanent positiors: | | 
SE SEES LS Se aeeeps Seen, ree alanine 638, 700 | 679, 569 | 40, 869 
Civilian __-- . +e Mit GE Sort ae. Send adl yes 59, 594 | 59, 504 A 
Regular pay in excess of 52-week base..........-....__.__- 229 | (Re 
Drill and active duty pay-.- 1, 320, 359 1, 379, 490 59, 131 
Total personal service oblgations. 2. 018, 882 2, 118, 882 100, 000 


General schedule grades: | | 
Average salary ees ; ee ae $2, 752 | $3, 019 | $3, 072 
Average grade. ............. aside todd swipe eau GS-3.1 GS-3.1 | G8-3.3 

| 





Oe 





Appropriation title: Reserve training, Coast Guard. 
Agency: Treasury. 
Bureau: Coast Guard. 


ANALYSIS OF AMOUNTS AVAILABLE 
A. Total estimate__- 


SCHEDULE OF SUPPLEMENTAL APPROPRIATIONS AND REVISED ESTIMATES 









































40, 869 


59, 131 


0, 000 


10, 869 


9.131 


0, 000 
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2. ANALYSIS OF ESTIMATE AND SUPPLEMENTAL REQUIRED 


B. Estimate..__....... nS PR, See hasan Salah baik alte ings anlsciaphoanieiiaay exits 
Cc. Less total available (same as A above) 


D. Estimated supplemental required (B minus C) 
E. Date obligational authority will be needed: July 1, 1952. 
F. Date cash for expenditure will be needed: July 15, 1952. 
8. ESTIMATE OF SUPPLEMENTAL APPROPRIATION INCLUDED IN LATEST BUDGET 


Amount, none. 


. ESTIMATED EXPENDITURES FROM SUPPLEMENTAL 


In Budget Revised 


In fiscal year 1952 a ale te : $100, 000 
In next fiscal year - -- ‘ SA 0 
After next fiscal year -_ -- ieee SEAT 0 


Total ‘ : esiisian ice 100, 000 


RESERVE TRAINING, Coast GUARD—PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 
1. PURPOSE AND NEED 
Supplemental funds in the amount of $100,000 are required for fiscal year 1953 
to provide for increased pay and allowance of military personnel in accordance 
with Public Law 346, Eighty-second Congress. 
2. METHOD OF DETERMINING AMOUNT 


Supplemental funds required have been determined by costing the program at 
the new pay and allowance rates provided for in Public Law 346. 


8. REASON ADDITIONAL FUNDS REQUIRED 


The amount provided in the Coast Guard’s 1953 appropriation is insufficient to 
meet the cost of the pay increase. 


4. EXPLANATION OF LANGUAGE 


No change in appropriation language is proposed. 
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5. JUSTIFICATION 


Summary of increase in pay and allowances is as follows: 


Summary’ of increases in pay and allowances required by Public Law: 8346, 1953 










































































fiscal year 
eahena Pay Quarters — Total 
Trainees: 
Headquarters 
NSA & bod we gisbabndues dees She dom eocneneghsgeniethinktnindiialunh cums he ccalentonmdinbace 
civics crcwanstuck Socenecrecilccoasesasmdetncaecandtttte sick a samksk Lala beeen, 
AER ETRE PIO RESTOR AEE! None CES CLAUSE. TE EDEN “UE ITA ENT (AE ao 
Field: 
USNS TS «a EO 629| $12, 533 $2, 933 $1, 235 $16, 701 
RI a ctickagscasdecareec cao 3, 455 37, 955 406 [occ 42, 430 
Si SS RC 4, 084 50, 488 7, 408 1, 235 59, 131 
Administrative: 
Headquarters: 
thE RS A aE 16.2 3, 102 2, 700 1, 100 6, 902 
SS RIE 11.4 89S 1, 180 1; 280 3, 358 
STEEL VEE ee 27.6 4,000 3, 880 2, 380 10, 260 
Field: 
NTE ie ee ae 35.1 7, 440 5, 970 2, 342 15, 752 
daa ak Niles: 49.4 3, 897 5, 448 5, 512 14, 857 
ENS CES Rae 84. 5 11, 337 11, 418 7, 854 30, 609 
Total administrative: ¥ ae) ies es ae 
Ne oceanic nd ecastecacte 51.3 10, 542 8, 670 3, 442 | 22, 654 
Na ei ia cecician iii tae 60.8 4, 795 6, 628 6, 792 | 18, 215 
se igieennarecn 1121} 15,337 | 15,208 | = 10,234 | +40, 860 
Total reserve appropriation, 1953: ie: y eae 
aac SR Ce aD 23, 075 11, 603 | 4, 677 | 39, 355 
er a sh fren dacs 42, 750 11, 103 6, 792 | 60, 645 
Dee Sh ste a a a | 65, 825 22, 706 | 11,469 | 100, 000 
OBLIGATIONS AND PERSONNEL 
Mr. Gary. What are your obligations on that ? 
Admiral Woop. We will have to send them up. 
(The matter referred to follows:) 
April: 
SE ES SSS A TR RE ANE tf 
Ea TR I NL RD OE SER ENRON SOE eR RET. 17, 153 


Mr. Gary. Do you have the number of personnel in the reserve 
training program at the present time ? 

Admiral Woop. We will insert that in the record. 

(The matter referred to follows:) 


Trainees: 


SES SE aE SEO ale ONE kegRRY. PAROLE As. vo ys enone, ae 447 
Na Laine hin av cmerdorabalp Wises dbabaeabldih aici bs adibiaraiscanie 3, 169 
Administrative : 
ETS IL EAE RGR AE IM Se RESO ER RSID. 7. - a 35 
ERA SLO Ae et ie Oe SAD Lee OMIT SON Sea ee 54 


Mr. Gary. We thank you gentlemen very much. 
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ALBERT THOMAS, Texas, Chairman 


ALBERT GORE, Tennessee FREDERIC R. COUDERT, Jr., New 
GEORGE W. ANDREWS, Alabama York 
SIDNEY R. YATES, Illinois NORRIS COTTON, New Hampshire 


JOHN PHILLIPS, California 


Tuourspay, JUNE 19, 1952. 
HOUSING AND HOME FINANCE AGENCY 
WITNESSES 


RAYMOND M. FOLEY, ADMINISTRATOR 

B. T. FITZPATRICK, DEPUTY ADMINISTRATOR, ACCOMPANIED BY: 

NATHANIEL 8S. KEITH, DIRECTOR, DIVISION OF SLUM CLEARANCE 
AND URBAN REDEVELOPMENT 

PERE F. SEWARD, DIRECTOR, DIVISION OF COMMUNITY FACILITIES 
AND SPECIAL OPERATIONS 

JEROME F. MORSE, JR., CHIEF, PREFABRICATED HOUSING LOANS 
BRANCH 

BURTON O. YOUNG, DIRECTOR, DEFENSE PROGRAMS 

JOHN M. FRANTZ, DIRECTOR, BUDGET AND ORGANIZATION STAFF, 
OFFICE OF THE ADMINISTRATOR 

J. STANLEY BAUGHMAN, PRESIDENT, FNMA 

WARREN JAY VINTON, FIRST ASSISTANT COMMISSIONER 

ABNER D. SILVERMAN, ASSISTANT COMMISSIONER FOR OPERA- 
TIONS 

JAMES F. KELLY, DIRECTOR OF BUDGET, PUBLIC HOUSING 
ADMINISTRATION 

MARSHALL AMIS, GENERAL COUNSEL, PUBLIC HOUSING ADMINIS- 
TRATION 


Mr. Tuomas. Gentlemen, will the committee please come to order. 

We have for consideration this morning a proposed supplemental 
mn anne for the Housing and Home Finance Agency, shown in 

ouse Document No. 507, in the amount of $77,500,000 and increases 
in limitations of $2,700,000. We shall insert House Document No. 
507 in the record at this point. 

(The document is as follows :) 

THE Wuite House, 
Washington, June 16, 1952. 
The SPEAKER OF THE HOUSE OF REPRESENTATIVES. 

Str: I have the honor to transmit herewith for the consideration of the Con- 
gress proposed supplemental appropriations for the fiscal year 1953, in the amount 
of $77,500,000, and increases in limitations, in the amount of $2,700,000, for the 
Housing and Home Finance Agency. 


(275) 





















276 


The details of these proposed appropriations, the necessity therefor, and the 
reasons for their submission at this time are set forth in the attached letter 
from the Director of the Bureau of the Budget, with whose comments and ob- 
servations thereon I concur. 
Respectfully yours, 

Harry 8. TRUMAN. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 


Washington 25, D. C., June 13, 1952. 
The PRESIDENT, 


The White House. 


S1r: I have the honor to submit herewith for your consideration proposed sup- 
plemental appropriations for the fiscal year 1953, in the amount of $77,500,000, 
and increases in limitations, in the amount of $2,700,000, a total of an additional 
$80,200,000 for the Housing and Home Finance Agency as follows: 


“Housine AND HOME FINANCE AGENCY 
“OFFICE OF THE ADMINISTRATOR 
“Defense Housing 


“For an additional amount for ‘Defense housing’, including necessary adminis- 
trative expenses of the Public Housing Administration in connection with con- 
struction of housing under such appropriation $62,500,000, to remain available 
until erpended: Provided, That the funds hereby appropriated shall not be avail- 
able in excess of the amount now or hereafter authorized to be appropriated to 
the Housing and Home Finance Agency for defense housing by title III of the 
Defense Housing and Community Facilities and Services Act of 1951.” 


Public Law 139, approved September 1, 1951, authorized the appropriation of 
$50,000,000 for the provision of defense housing in critical defense housing areas. 
Pursuant to this authorization, $25,000,000 was appropriated in Public Law 254, 
approved November 1, 1951, and $12,500,000 was appropriated in the Third Sup- 
plemental Appropriation Act, 1952. Pending lengislation which has been passed 
by the Senate (S. 3066) would increase to $100,000,000 the authorization for 
appropriations for defense housing. 

The appropriation of $25,000,000 has heen used to provide about 6,800 tem- 
porary dwelling units in 26 critical areas located in 17 States, primarily for 
military installations. The $12,500,000 appropriation is expected to provide 
2,500 dwelling units, largely around military installations. Surveys in locali- 
ties already designated as crifical housing shortage areas indicate a need for 
dwelling units considerably in excess of those which can be provided with the 
additional appropriation herein requested. Estimates under proposed legisla- 
tion were included in the 1953 budget for this purpose. 


“Federal National Mortgage Association 


“Administrative expenses 


“The amount made available under this head in title IIT of the Independent 
Offices Appropriation Act, 1953, for administrative expenses of the Federal Na- 
tional Mortgage Association is increased by $800,000; and the limitation under 
said head on the amount available for expenses of travel is increased by $48,000: 
Provided, That this paragraph shall take effect only upon the enactment into 
law of 8. 3066, Fighty-second Congress.” 

Pending legislation, which has been passed by the Senate (S. 3066), would 
increase the mortgage-purchase authority of the Federal National Mortgage 
Association by $900 million. The entire increase can be used only for the pur- 
chase of mortgages on dwelling units in defense, military, and disaster areas. 

Total mortgage purchases, including those under the pending legislation, 
would aggregate in excess of $900 million as compared with about $400 million 
which could be financed under the existing purchase authority. This greater 
workload, which was not provided for in the 1953 budget, will require an increase 
of $800,000 in the amount available for administrative expenses. 
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“Alaska Housing 


“For an additional amount for ‘Alaska housing’, $5,000,000, to remain available 
until expended: Provided, That this paragraph shall take effect only upon the 
enactment into law of S. 3066, Eighty-second Congress.” 

Public Law 52, Eighty-first Congress, authorized a $15,000,000 revolving fund 
to assist in developing housing in Alaska through a special loan program. Pend- 
ing legislation, which has been passed by the Senate (S. 3066), would increase 
this authorization to $20,000,000. Working with an instrumentality of the Ter- 
ritorial government, the Alaska Housing Authority, the Housing and Home 
Finance Administrator purchases bonds of the Authority to finance (1) pre- 
construction loans to private contractors for purchase of materials and equip- 
ment; (2) construction loans otherwise unavailable in the Territory for indi- 
vidual homes ; (3) direct construction in smaller towns where no private sponsors 
can be found; and (4) small character loans to natives under a self-help pro- 
gram for erection of minimum standard housing in remote areas. Appropria- 
tions of $15,000,000 have been made to the revolving fund. 

This proposed supplemental appropriation to increase the revolving fund to 
the full amount authorized in the pending legislation is necessary to permit 
support of the program. : 


Stum CLEARANCE AND URBAN REDEVELOPMENT 


“Capital grants for slum clearance and urban redevelopment 


“For payment of capital grants as authorized by title I of the Housing Act of 
1949, as amended, (42 U.S. C. 1453, 1456), $10,000,000, to remain available until 
expended.” 

Federal aid to cities in a program of slum elearance and urban redevelopment 
was authorized by the Housing Act of 1949. Such aid is extended to cities 
through loans and payments of capital grants. Public Law 370, approved June 3, 
1952, permits the Housing and Home Finance Agency to make advance or progress 
payments on capital grant contracts as work progresses. It is estimated that 
$10,000,000 will be required for such payments on 16 projects during the fiscal 
year 1953. 


PuBLic Housing ADMINISTRATION 


“Salaries and expenses 


“The amount made available under this head in title III of the Independent 
Offices Appropriation Act, 1953, for qdministrative expenses of the Public Housing 
Administration is increased by $1,900,000; and the limitation under said head on 
the amount available for erpenses of travel is increased by $132,000.” 

The construction and management of public defense housing under Public Law 
139 has been delegated to the Public Housing Administration. To provide for 
necessary expenses in carrying out this program, including the new authorization 
for defense housing contained in pending legislation (S. 3066), an increase of 
$1,900,000 is required in the limitation placed on Public Housing Administration 
administrative expenses by the Independent Offices Appropriation Act, 1953. 
Provision was not made for these additional expenses in the 1953 budget. 

Except for $12,500,000 of the $62,500,000 for Defense Housing and a portion 
of the cost of administering this program in the Public Housing Administration, 
these proposed supplemental appropriations were not included in the budget be- 
cause the laws authorizing the appropriations were not enacted until after the 
budget had been prepared. The proposed appropriation for slum clearance and 
urban redevelopment is required by the enactment on June 3, 1952, of the Ives 
amendment to title I of the Housing Act of 1949 (Public Law 370). The other 
proposed appropriations are submitted contingent upon the enactment of S. 3066, 
the Housing Act of 1952, which has passed the Senate and is being considered 
in the House. 

I recommend that the foregoing proposed supplemental appropriations be 
transmitted to the Congress. 

Respectfully yours, 
F. J. LAWTON, 
Director of the Bureau of the Budget. 
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Mr. Tuomas. We have with us again our distinguished friends from 
the Housing and Home Finance Agency, headed by the very capable 
Administrator, Mr. Foley, and his Deputy, Mr. Fitzpatrick; also Mr. 
Keith, Director of the Slum Clearance Division, Mr. Seward, our 
friend and authority on Alaska, the Director of the Community Facili- 
ties Division; and Mr. Morse, the Chief of the Prefabricated Housing 
Loans Branch; Mr. Young, Director of Defense Programs; Mr. 
Frantz of the budget. 

We also have Mr. Stanley Baughman, President of FNMA. He is 
the man who made HOLC€ such a splendid record. 

We also have Mr. Vinton and Mr. Silverman and Mr. Kelly from 
the Office of Public Housing Administration. 

We have quite a distinguished array of talent here, Mr. Administra- 
tor, and if you or any of your staff here have any statement for us, 
we will be delighted to listen to you. 


GENERAL STATEMENT 


Mr. Fotey. Thank you, Mr. Chairman. 

First, I would like to say that Commissioner Egan was out of the 
city at the time the call came and Mr. Vinton is here in his stead. 

I have a fairly brief statement that I think might set the background 
for your request. 

It is late in the session, and I will try to be brief. 

We present two matters for your consideration today. The first 
results from Public Law 370, recently passed by the Congress and ap- 
proved June 3, 1952. The second is presented contingent upon the 
enactment of Senate bill 3066, the Housing Act of 1952. 

Public Law 370 exempts payments of capital grants in connection 
with slum clearance and urban redevelopment projects from their re- 
quirements of section 3648 of the Revised Statutes. That is the law 
prohibiting, in general, advance payments against Government con- 
tracts. Without Public Law 370, it would be necessary to bring each 
title I project to final completion and to make one grant payment in a 
total amount as final settlement with respect to the project. 

Under Public Law 370, it becomes possible to pay the capital grant 
with respect to any given project progressively as substantial portions 
of the project are completed, thus avoiding excessive interest costs. 
The Administrator has the power under title I to establish, and will 
establish, policies and requirements which will safeguard the interest 
of the Government by assuring that there is always a margin of safety 
between the grant paid and the partial completion of the project. 
These policies and procedures have not yet been completed in detail ; 
in general, however, we plan to confine the progress payment against 
the final capital grant to 75 percent of the amount payable on a ratio 
basis for the completed project, so as to be sure that a margin of safety 
in favor of the Government is constantly maintained. 

We estimate that such progress payments, plus final grant payments 
on certain smaller projects, will amount to $10 million in fiscal 1953. 
The justification submitted lists the projects which we believe may 
reach the point of partial or final payment during the coming fiscal 
year. 

I want to emphasize particularly, Mr. Chairman, the fact that in 
the nature of the case it is impossible to make advance estimates of 


o> 


t~~) 


aimbot el be beet tots CD 


—_—S 





from 
pable 
» Mr. 
, our 
acili- 
ising 

Mr. 


He is 
from 


stra- 
r us, 


‘ the 


und 


first 
ap- 
the 


tion 
- re- 
law 
‘on- 
ach 
in a 


‘ant 
ons 
sts. 
will 
rest 
ety 
ect. 
ail; 
nst 
itio 
ety 


279 


capital grant requirements with any precision on a fiscal year basis. 

artial or final ae mate become due only when the local public 
agency has acquired, cleared, improved as necessary, and disposed of 
the project land. Any of a multitude of local circumstances—ranging 
from unforeseen legal difficulties to a change in local government 
policy—may intervene to speed up or delay these processes by many 
months. The Congress, quite properly in my opinion, has bestowed 
the basic controls on the volume and timing of this activity on the local 
public agencies and local governing bodies. The Administrator, 
therefore, can neither estimate with certainty nor control with any 
assurance the rate at which projects are completed and grant payments 
become due. 

For this reason, we have recommended an appropriation of $10 
million, to remain available until expended. Actual requirements 
might exceed this figure, since we have excluded from the supporting 
list anumber of projects which may reach the point of initial payments 
in the last quarter of next year. By the same token, if unforeseen 
delays occur some of the payments allowed for may well be deferred 
until the first quarter of fiscal 1954. Accordingly, it would appear 
that the financial interests of the program and the convenience of the 
Congress will both be served by making an appropriation which will 
not automatically lapse on June 30—a date which, of course, has no 
operating significance with respect to the progress of these various 
projects. 

In closing the discussion of this first item, Mr. Chairman, I want to 
say that it gives me a profound sense of satisfaction to present to 
your committee the first estimate of appropriations for capital grants 
under title I of the Housing Act of 1949. It is tangible evidence that 
we have at last successfully begun the long battle to free our cities 
and towns of the ugly burden of slums and blight under the 
provisions of title I. 

It is a minor beginning perhaps, as measured against the total 
problem, but it shows that the method designed by the Congress in 
title I does work. It shows that the combined forces of Government 
aid and private enterprise can make new and wholesome neighbor- 
hoods grow in place of slums. In this showing, the national policy 
declared by the Congress of a decent home in a suitable environment 
for every American family is brought a long step nearer to its ultimate 
fulfillment. 

Second, Mr. Chairman, we recommend to you certain appropriations 
and authorizations to be enacted in considerable part contingent upon 
congressional approval of S. 3066, the Housing Act of 1952. As you 
know, S. 3066 has been passed by the Senate and is awaiting action 
in the House at this time. The estimates before your committee 
were presented because of the great probability that time would not 
permit the processing of special appropriation requests after final 
legislative action on the pending bill. . 

Among other things, ¢ 3066 as passed by the Senate would increase 
the Government aids available to support private financing of needed 
defense housing; increase the authorization for appropriations to 
meet certain kinds of defense housing needs through public construc- 
tion and add to the revolving fund for housing development in Alaska. 
I shall deal with these items briefly since your committee is very 
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familiar with the matters involved—having reviewed these particular 
programs twice or three times during the current session. 

S. 3066 would, if enacted, increase by $50 million the authorization 
for appropriations for defense housing contained in title III of 
Public Law 139. This increase (together with $12.5 million of the 
original authorization not yet appropriated) makes up the estimate 
of $62.5 million before the committee. Like the $37.5 million already 
appropriated, virtually all of this sum would be used in providing 
trailers and other types of temporary housing at military installations. 
As this committee knows, the total need is considerably greater than 
can be met from the appropriations already made and presented for 
your consideration now. With the funds which the Congress may 
now appropriate, we will continue, in close consultation with the 
military, to meet at least the most urgent situations brought to our 
attention. 

Associated with this item is an increase in the administrative 
expense authorization for the Public Housing Administration, which 
has been delegated responsibility for construction and operation of 
defense housing provided under Public Law 139. The estimate is 
based upon experience to date, which indicates that approximately 
2.5 percent of total development costs is required for administrative 
expenses of site selection and acquisition and subsequent construction. 
Management expenses are estimated on the basis of experience with 
similar types of projects under other programs. 

Before leaving this subject, I want to mention the fact that we 
have decided not to request additional appropriations for defense 
community facilities at this time, although S. 3066 provides for an 
increased authorization for this purpose. Including the recently ap- 
proved third supplemental, about $30 million has been appropriated 
for such facilities, leaving a like amount unappropriated in the original 
authorization in addition to the amount Congress may approve in 
the pending bill. As against these appropriations, applications have 
been filed with the Housing and Home Finance Agency and the Fed- 
eral Security Agency involving requests for somewhat more than $50 
million in Federal financial assistance. Our field offices have informal 
knowledge of applications in preparation but not yet filed involving 
perhaps another $50 million. 

However, unlike temporary defense housing, where we can make 
quick assignments to specific military installations the community 
facilities part of the program has moved and is moving rather slowly. 
This is due partly to the nature of the projects themselves and partly 
to the fact that, under the act, we must go through a rather lengthy 
process of assuring ourselves that the facilities involved cannot be 
provided without the Federal assistance applied for. In view of the 
time we have found to be required for the development and processing 
of applications for community facilities assistance, it is our belief 
that the amounts so far appropriated will meet the most urgent needs 
between now and the next session of Congress. Further requests for 
appropriations can be submitted at that time as future developments 
may require. Accordingly, no additional appropriation is requested 
now. 

The pending bill also increases certain aids to private defense 
housing. Congressional inquiries earlier in this session—particularly 
those of the Senate Committee on Banking and Currency—established 
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to the satisfaction of the Congress that necessary defense housing in 
situations which ought properly to be met by private enterprise will 
not be built at all or will not be built rapidly enough by private enter- 
prise without Federal support for the necessary mortgage financing. 
To solve this problem S. 3066 would authorize advance commitments 
for the Federal National Mortgage Association to the extent of $900 
million. Under the bill, such commitments would be limited to defense 
housing and housing in disaster areas such as those affected by the 
floods and windstorms of recent months. 

The issuance of some 85,000 advance commitments, and the related 
increase in mortgage purchases and average mortgage portfolio, will, 
of course, greatly increase the administrative workload of FNMA. 
We are therefore requesting an increase of $800,000 in the limita- 
tation upon the amount of corporate income which can be used for 
such expenses. We recognize, of course, that costs do not increase 
in direct ratio to the volume of activity, and accordingly the admin- 
istrative expense increase requested is, proportionately, substantially 
less than the increased workload which can reasonably be anticipated 
as a result of the pending legislation. 

Finally, appropriation of an additional $5 million for the Alaska 
housing revolving fund is requested. Since this committee has looked 
into the Alaska housing program in some detail more than once dur- 
ing the last year, it is familiar with the fact that the volume of ac- 
tivity and rate of progress in the Alaska housing program is de- 
pendent largely on the total commitment authority available to the 
revolving fund—rather than case available for disbursement. As 
matters stand now, potential sponsors and potential projects amount 
to considerably more than the present $15 million revolving fund will 
support. Most of these projects, therefore, will never pass the gleam- 
in-the-eye status unless the financial basis of the program is broadened. 
With the appropriation of an additional $5 million, the volume of new 
housing generated by the revolving fund can be increased by about 
a third. 

In view of the fact that the Alaska Housing Act has brought about 
new building in the Territory at a level far beyond anything seen for 
the previous quarter century, I need hardly emphasize the impor- 
tance of such an expansion to the Territory or to our defense activities 
in that area. 

With this general introduction, Mr. Chairman, I shall be happy to 
answer any questions the committee may have on these various items. 

Mr. Tuomas. Mr. Administrator, it looks like, if I remember cor- 
rectly, you have four items here—Alaska housing 5 millions; your con- 
templated authorization to the tune of 50 million for public defense 
housing; plus an unappropriated balance of $12.5 million under pre- 
vious authorization; $10 million for slum clearance, and about $120,- 
000 administrative costs for FNMA. 

Mr. Fotry. $800,000 for FNMA. 

Mr. Tuomas. Beg your pardon. Yes. 

Mr. Forry. And $1.9 million authorization on the administrative 
expense for Public Housing Administration. 

Mr. Tuomas. Three of those items have not finally been enacted, 
but it is reasonable to think they will in the next 10 days or 2 weeks. 

Mr. Forey. That is right, sir. 
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Mr. Tuomas. Roughly, that is what is in your justification, is it 
not? 


Mr. Forry. That is right, sir. 


Derense Hovsine 


ae Tuomas. That first item of $12.5 million, how does that origi- 
nate ! 

Mr. Fotry. The $12.5 million on defense housing? 

Mr. Tuomas. Yes. 

Mr. Fotry. That, as you pointed out, is the unappropriated remain- 
der of previous authorizations, under Public Law 139. 

Mr. THomas. How much was that original authorization—50 mil- 
lion, if I remember correctly ? 

Mr. Foxey. $50 million; that is right. 

Mr. Tuomas. And that is the remaining unappropriated part ? 

Mr. Forry. Right. 

Mr. Tuomas. Is table 3 here to show what you have done and what 
you contemplate doing with that original 50 million? 

Mr. Frantz. No, sir, Mr. Thomas, the table on page 3 relates to 
capital grant payments under slum clearance. 

Mr. Tuomas. I am talking about your table, is it table 3 or 4 or 
RE 

Mr. Frantz. Table 3 on page—— 

Mr. Tuomas. It is 12 or 18, is it not? 

Mr. Frantz. Table 2 on page 8 shows the assignments under the 
first 25 million aneeentietid: 

Mr. Tuomas. Page 8? 

Mr. Frantz. Yes, sir. 

Mr. Tuomas. We will insert in the record at this point the table 
on pages 8, 9, and 10. 

(The table referred to follows :) 
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nse housing under the first $25 million ap- 
aw 139 (status as of June 5, 1952) 





| 


Defense activity 


Number and type of dwelling 
assigned 





Con- | 


vam ble verted 


al ay a |Total 





Alabama: Camp Rucker. .-.. 
California: 
Barstow 
M arysville-Yuba City_. 
Pleasanton-Livermore. - 


Connecticut: New London. . 


Florida: 
Green Cove Springs 
Key West 

Idaho: Mountain Home 


Indiana: Camp Atterbury - 
Kansas: 


Wichita 


Pp 
Lake Charles_ 
— Presque Isle-Lime- 


Maryland: Bainbridge-Elk- 


Michigan: Grosse Ile 
Missouri: Fort Leonard 


Wood. 
North Carolina: Camp Le- 
jeune. 
rexas: Mineral Wells--. 
Virginia: 
Camp Pickett 
Newport News 


Norfolk-Portsmouth . _- 


Quantico- iu 
Washington: Bremerton .. 


Wisconsin: Baraboo 


Total assgned_ to 
PHA 





Camp Rucker 


Marine Corps Supply Depot_. 
Beale Air Force Base___._-- isi 
Parks Air Force Base__ 


Camp Pendleton and all other |_- 


naval installations in the 
San Diégo area. 

Electric Boat Co., U.S. Naval 
Submarine Base. 


U.S. Naval Station__ 
All naval activities _- 


Mountain Home Air Force | 400 | 


Onnip. ‘Atterbury 


Forbes Air Force Base 

Boeing, Beech, Cessna, and 
Swallow aircraft companies 
and Wichita Air Force Base. 


Camp Polk 

Lake Charles Air Force Base _. 

Presque Isle Air Force Base; 
Limestone Air Force Base. 

Bainbridge Naval Training 
School. 

Naval air station 

Fort Leonard Wood 


Camp Lejeune; Cherry Point 


Marine Corps air station, 
Wolters Air Force Base 


Camp Pickett 
— rt News Shipbuilding 
Drydock Co. 


Aseel Forces installations on | 


the south side of Hampton 
Roads. 
Marine Corps school _- 
Puget Sound Navy Y ard_. 
Naval Ammunition Depot, 


Bremerton; Naval Ammu- | 
nition Depot, Bangor; Na- | 
— wer Station, Key | 


int. 
| Badger Ordnance Works. _____| 


Administrative expense al- | _ 


location: 
aisha auenamankan-smaieibe 
Available for procurement 
of demountable units__- 
Reserve for contingencies. - - 


ropriation 


Total a 
B ic defense 


for pu 





210 | fet 


60 | 
250 | 
250 |__- 
450 |. 
| 
} 


| 
ie | 2 | 
| 








= 


60 
100 


$1, 382, 000 


213, 000 
887, 500 
887, 500 
1, 597, 500 





| 


1 | 1,040,000 


213, 000 
355, 000 
2, 080, 000 





260 | 


| 
90 | 


310 | 
400 


462 


100 | 
120 


319, 500 


| 1, 382, 000 
| 1, 420, 000 


1, 653, 000 


355, 000 
426, 000 


j j 
1,913 (3, 830 


} 


| 


205, 000 | 





1, 068 (6, 811 


24, 105, 440 
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Mr. THomas. Now, how many units have you built under that first 
$37,500,000 appropriation, or have you contracted for? 

Mr. Fotey. The total assigned is 6,811. 

Mr. Tuomas. And they are broken down according to this table 
here? 

Mr. Fotry. Broken down into “portable family dwellings,” “trail- 
ers,” and “converted Lanham Act housing”—three classifications. 

Mr. THomas. And how many trailers and how many temporaries 
and how many permanents have you constructed or contracted to 
construct ? 

Mr. Fotry. We have contracted—that is, we have made assign- 
ments—lI do not know whether the contracts are all concluded yet—for 
3,830 trailers 

Mr. Tuomas. 3,830 trailers. 

Mr. Fotey. And 1,913 portable family dwellings, and for the con- 
version of 1,068 Lanham Act housing units previously built and con- 
verted or brought into shape to be used. We have made no assignments 
for permanent units. 

Mr. THomas. Now, what costs did you pay for your trailers? $3,570 
per unit; is that the correct figure ? 

Mr. Fouey. I think that is about the correct figure over-all installed ; 
is it not, Mr. Young? 

Mr. Youne. That is right, estimated cost. 

Mr. Tuomas. And your portable family dwelling units, 511, and you 
built no permanent, but it would run eight or ten thousand ? 

Mr. Fotey. If we build any. We point out, I think, in the justifica- 
tion and briefly in the statement some work we have been doing on types 
of housing that would be of permanent nature, but readily demount- 
able, or more readily suitable for re-use. 

Mr. Tuomas. Where is your table showing what you will do with 
the remaining 12.5 under the original authorization ? 

Mr. Franvz. That is table 3 on pages 11, 12, and 13. 

Mr. Tuomas. We will insert that table in the record at this point. 

(The table referred to follows :) 


TABLE 3.—Top priority programs for public defense housing in critical areas* 
(as of June 5, 1952) 
Public defense 
housing need 
Region I: (units) 
Boer Ce, Psd oe 
. Brunswick, Maine__ aoe 
. Sampson, Geneva, N. Y___- wae, 
. Limestone-Presque Isle, Maine__ 
. Monmouth, N. J___- 
. Newport, R. I 


Vt de Oo bo 


— 


Subtotal_ 


*Areas marked by an asterisk (*) are not declared but contemplated critical defense 
areas. 
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TABLE 3.—Top priority programs for public defense housing in critical areas* 
(as of June 5, 1952)—Continued 
Public defense 
housing need 
Region II: (units) 
1. Dover, Del 200 
2. Newport News, Va 150 
3. Norfolk, Va 150 
4. Indiantown Gap, 130 
5. Fort Bragg, N. : 70 
6. Camp Pickett, V 70 
. Aberdeen-Edgewood, Md : 50 
. Fort Meade, Md 50 
. Camp Lejeune, N. C 
Williamsport, Pa___- 
. Cherry Point, N. 
2. Bainbridge-Elkton, Md 


Subtotal 


Region III: 
. Camp Stewart, Ga 
. Ramey Field, Puerto Rico* 
3. Bainbridge, Ga____ 
. Valdosta, Ga 
Ds opmpieetet, B.C score 
. Camp Tortuguero, Puerto Rico* 
. Eglin Field, Fla 
. Huntsville, Ala 
. Anniston, Ala 
. Cocoa-Melbourne, Fla 
. Sanford, Fla 


Subtotal_ 


Region IV: 
fe OSES EELS Se re ee ee eee ST ee ee ee 
2. Columbus (Camp Atterbury), Ind 300 
3. Quad City, lowa-Ill 200 


Subtotal 1, 000 


Region V: 

a a cece ee ene 40 
Tooele, Utah 150 
Sidney, Nebr 100 


9 
Ss. 

CB EEE SEI Ee SIE SEL SUR eee UREN Aimee a SEI Cl | Ste aoa ae Oe 150 
5. Sioux City, lowa____-_- a a SS ihe eciet . 400 
>. Fort Leonard Wood, Mo 


Subtotal 


Region VI: 

1. Harlingen, Tex 

ie REPU Ss, 2.05 Ge) ce i OS a a Se 
a i ais oh lew nap das eicesbmediones 
SE REO RE SRST er Re SRG Sen re Tet ae Ae a: eR 
al aint ein Rh nes vai sadlncen tac bask 
ip eed RAR, SRST aes St SS opal ER te oe a 
By ON a AB ESE ERS Sle PR Se S87 STS eel Cap ree eG me ON 2 
Be OS LAD, ESL Ee MAES, AED Lede Cae RB A Onn eee eee ET Depo + 
ge EN Sas SRT Re LE HL kL ER NR Ee Oe a ONE OF Sey a 
ea 1 hs |. aR aaa sasfaciihic cia staal ah dailinataiacta cashietienssliioaneett iit cecihiasstih 


Subtotal 


*Areas marked by an asterisk (*) are not declared but contemplated critical defense 


areas, 
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TasLe 3.—T'op priority programs for public defense housing in critical areas* 
(as of June 5, 1952)—Continued 
Public defense 
housing need 
VII: (units) 
. Camp Pendleton, Calif 425 
. Camp Roberts, Calif 
. Camp Cooke, Calif 
. Camp San Luis Obispo, Calif 
5. Barstow, Calif 
. Fort Huachuca, Ariz 
. Monterey-Fort Ord., Calif 
. Fairfield, Calif 














Subtotal 





VIII: 
1. Cobalt, Idaho 
. Myers Cove (Cobalt area), Idaho 
Bridgeport, Wash 
WV ey ON, FINK eee eh eg 
Umatilla-Hermiston, Oreg 
I] SRN UN ins “ac as Sansa dlinibani dn coaslbigpiiapicieaie  aieaibemami lives 
Astoria, Oreg 
. Curlew, Wash 
. Condon, Oreg 
Be BS Ag | |S cee ree ieee sa ae Seen a eee we amen 2 a 


SO MAIS Hoobs 


= 


Subtotal 


Grand total 


* Areas marked by an asterisk (*) are not declared, but contemplated critical defense areas. 

Mr. Tuomas. Region IV shows 1,000 units. Are these all portable 
housing units, or do they have trailers? 

Mr. Foiry. These would be temporary, both trailer and other tem- 


porary types. 

Mr. Tuomas. And how many would this build, 7,830? 

Mr. Frantz. This would not all be covered by the remaining $12.5 
million, Mr. Thomas. That would build perhaps 2,500, 

Mr. Tuomas. What would be the sum total out of your entire first 
$50 million? 

Mr. Frantz. About 11,800. 

Mr. Tuomas. That is broken down in what proportion between tem- 
poraries and trailers? 

Mr. Fotry. The proportion would probably continue about the same 
as in the table. 

Mr. Tuomas. The table on page 8? 

Mr. Fo.rey. Approximately that proportion, depending on how suc- 
cessful we have been with the new type of portable. 

Mr. Frantz. I have a table here, Mr. Chairman, which I can insert 
if you care to have it, which breaks down the $25 million, $75 million, 
and $100 million, respectively, by types and shows the estimated num- 
bers of units that would be provided. 

Mr. Tuomas. What $25 million? 

Mr. Frantz. The first $25 million appropriated. The $75 million 
represents the $12.5 already appropriated in the third supplemental 
and the additional $62.5 million in this request. 

Mr. Tuomas. $12.5 plus $50? 

Mr. Franrz. Yes. 
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Mr. Tomas. All right. Do you have an extra copy? That is very 
good. We will put that in the record. 
(The table referred to follows :) 


Assignments for Public Defense Housing Under Public Law 139 


Under $75,000,000 Total $100,000,000 





| Under $25,000,000 




















| j 
| 
-elli Average | 
Type of dwelling on” | 
Projects | Units Projects | Units | Projects | Units 
| | | 
Portable family dwelling | $5, 200 | 8 1, 913 | 50 9, 730 | 58 | 11, 643 
po heeeiempeaetran Fie ss 19 | 3,830 | 36 5, 500 | 55| 9, 330 
S Relocatables.......-..___- ieee, Oj eaaRad aa 4 | 325 | 4 | 325 
Converted Lanham Act hous- | | | | } 
ON ein nhs fis ida i'n RA oe ck 1, 638 | ee.” rere 3 1, 068 
sa Re agiamnae eas cater ee 120; 22,366 


| 30 6,811 | 90 15, 555 
i | | 


Mr. Tuomas. For the $50 million that has not been authorized yet— 
that is table 4, is it not? 

Mr. Frantz. That is correct, Mr. Thomas. 

Mr. Tuomas. How many units are you going to build with that— 


' 35,000 units? Or is that the sum total of your $100 million? 





Mr. Fotry. That would be the sum total, sir 
Mr. Tuomas. Of the 100 million? 

Mr. Fotey. The total of need. 

Mr. Franrz. That is the total of the recognized need in all these 


» areas at this time, Mr. Thomas—— 


Mr. Tuomas. One hundred million ? 
Mr. Frantz. Only a portion of which could be met from the total 


| appropriation. That figure is in addition to the 6,811 units already 
' assigned. 


Mr. Tuomas. How many units will you actually get between por- 


' tables and trailers with this extra 50 million ? 


Mr. Forry. That, I think, Mr. Chairman, is the figure that would 
be derived from this table which we just put in the record. 

Mr, Tuomas. What is that figure? 

Mr. Frantz. Approximately 10,000 units of the 15,000 listed under 


' the column headed $75 million. 


Mr. Tuomas. 10,000 units? 
Mr. Franrz. Yes, sir. eatin er 
Mr. Tuomas. And that will cover the entire $100 million, or the 


© $50 million? 


Mr. Frantz. The $50 million. The total number of units estimated 


| for the $100 million is 22,000. 


Mr. Tuomas. 22,000? 

Mr. Frantz. Yes. 

Mr. Tuomas. And you have an urgent need, or at least some need 
in your various § reasons totaling 35,000 units ? 

Mr. Franrz. That is correct, Mr. Chairman. 

Mr. Forry. Needs that we have pretty well explored and identified. 

Mr. Tuomas. What about your contractual relationship for these 
various 22,000 housing units—have you already entered into contracts 
on them ? 

Mr. Fotry. We have not entered into any contracts beyond appro- 
priations already made, sir. 


20553-—52—-pt. 1——_19 
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Mr. THomas. What system did you use in arriving at this figure of 
22,000 and the further figure of 35,000? 

Mr. Foury. In the main up to now, as pointed out, we have worked 
with the military, and the great bulk of what we have been able to do 
thus far we have done in the areas given top priority by the military, 
As indicated here, we will continue to do that, with whatever appro- 
priation results. 

The military in those cases are the best authority, of course, as to 
what is going to be—what is the present, or is going to be—the contin- 
uing need for their personnel. 

When we get into the industrial type of defense areas, as distin- 
guished from military, or where there is a combination, we have also 
to work with the procurement agencies, the Labor Department. and 
others to determine what is going to be the necessary in-migration. 

Our field staffs make the studies to determine what is the housing 
situation—what shortage there is, whether it would be a permanent 
or temporary need. We have arrived at the 7,830 figure and also the 
35.000 figure from that kind of study, the 7,830 being a priority list. 

Mr. Tuomas. Mr. Foley, on the basis of that 22,000—and we use 
that figure taking care of your present authorization, or what you are 
about to be authorized, how does that 22,000 units break itself down 
between industrial installations and military installations? 

Have you an approximate figure there? 

Mr. Fotry. I think we have that. Mr. Young, do you have it? 

Mr. Youna. We do not have an exact breakdown. 

Mr. Tuomas. What is your best guess on it? 

Mr. Youne. The bulk is at military installations. I would say, 
about four-fifths. 

Mr. Tuomas. A ratio of 80 to 20 you think is reasonable and 
accurate? 

Mr. Youne. Yes, sir. That is including the industrial type of mili- 
tary installations as “military installations.” 

In other words, the ordnance plants that are opened by the military, 
the navy yards, and so forth, are included as military rather than as 
industrial in that estimate. 

Mr. Tuomas. Well, including strictly military camps, and then mili- 
tary installations, we will say, the proportion will run 80 to 20 between 
purely industrial on one hand and the military and quasi-military on 
the other? 

Mr. Youne. Nonmilitary industrial; yes. 

Mr. Tuomas. How many of these units have been completed and 
occupied now ¢ 

Mr. Forry. We have a table on that here, Mr. Chairman. 

Mr. Anprews. Let me ask one question here before you move on: 
Have all these units on table 3, page 11, been completed ? 

Mr. Tuomas. That is just the first $25 million. 

Mr. Anprews. Has that money been appropriated ? 

Mr. Forry. Yes. 

Mr. Frantz. The table starting on page 7. 

Mr. Tuomas. Mr. Andrews wants to know what part of that list 
on table 3 of your original $25 million have been completed and 
occupied. 

Mr. Frantz. As of June 9, 820 of those units have been completed. 
Mr. Tuomas. What is the total amount of the units? 
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Mr. ase Is it 7,830% ; 

Mr. Frantz. Six thousand eight hundred and eleven; 820 have been 
completed and another one-thousand-odd are scheduled for completion 
this month. 

Mr. Anprews. On page 13 it shows the total to be 7,830. What 


: about that ¢ 


Mr. Frantz. The 7,830 have not yet been assigned, Mr. Andrews. 


The table of assignments already made on the “first. $25 million is 


table 2, starting on page 7. 
Mr. Tuomas. On those 800 or 850, have they been completed or are 
they occupied ? 
Mr. Vinron. They are being occupied, sir, as rapidly as they are 


: ready. 


Mr. Tuomas. Where are they located ¢ 

Mr. Forry. You mean the ones actually completed ¢ 

Mr. Tuomas. Yes. 

Mr. Foutry. I do not know if we have that table here. We can 


furnish it if we do not have it. 


RENTAL RATES FOR PUBLIC DEFENSE HOUSING 


Mr. Tuomas. Here is what we are getting up to: In those localities 


' where you only have a part of them completed and occupied, what 
| about your rentals¢ What I am getting at is going back to your orig- 
inal. In round figures, say, you scheduled 100 in X location, and to 
' date you have 25 complete. Is there any indication on the basis of 
' the number already completed that will substantially affect your orig- 
‘inal estimate as to the number that should be constructed at that 


installation ¢ 
Mr. Forry. If I understand your question correctly, in almost every 
instance the evidence still is in every case that our programing was 


' conservative rather than an overestimate of needs. Is that not the 
fact, Mr. Vinton? 


Mr. Vinton. That is right. 

Mr. THomas. What rental are you getting on your trailers, and 
what rental are you getting on your other housing, those that you 
have actually completed and ; got people moving in? 

Mr. Vinton. Mr. Thomas, the rents in every instance have been 
set at the so-called economic rent, which returns 2.5 percent interest, 
amortizes the facilities, and covers the estimated average operating 
COSTS, 

Mr. Tuomas. What rent are you getting on that $3,600 trailer 
now? Is that figure correct—$3,600, or $3,570? Well, we will use 
$5,600 in round figures. 

Mr. Vinton. On the trailers, sir, the rents are about $45. They 
vary from locality to locality, depending on the cost of the project 


and the estimated operating expense. 


Mr. Tuomas. Over what period of time is that trailer amortized 
now ? 

Mr. Vinton. 15 years, sir. 

Mr. Forny. We are carrying out in that respect the plan that we 
discussed at earlier hearings, and about which, as you will recall, I 
wrote you a letter by way of confirming or obtaining the advice of 


' the committee if they had anything further in connection with it. 
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Mr. Tuomas. Figuring on total complete annual occupancy, which 
is a little optimistic, you got a total revenue of $520 a year off of that 
trailer. How do you break down that total gross revenue of $520! 
How do you allocate that money to capital, amortizations, to operat- 
ing expenses and salaries, and so forth? 

Mr. Fotry. Do you have the breakdown, Mr. Vinton? 

Mr. Vinton. Yes. On an average, Mr. Thomas, on the basis of 
our present experience, the interest per month will be about $7.50, 
the amortization a little over $16, the operating expenses approxi- 
mately $20, and payments in lieu of taxes, about $1.75. 

Mr. Tuomas. What makes your big item of $20 operating expense 
higher than the other items? 

Mr. Vinton. That includes utilities that are furnished by the proj- 
ect, together with an estimate of repairs. However, that is not the 
first year’s estimate, Mr. Thomas, but the expected average over a 
period of 5 years, so that we will not run short on the average. It 
includes also the cost of management. 

Mr. THomas. Roughly, 45 percent of your rent then goes to opera- 
tions costs, does it not? 

Mr. Vinton. That is right, sir. 

Mr. Tuomas. It seems a little high, does it not? 

Mr. Vinton. Well, we have estimated it, sir, on a safe basis, be- 
cause these figures are the basis for the rents. It is our understand- 
ing that this is not to be a subsidized program and we are trying to 
be sure that we will have enough to cover the expense. The basis 
of the estimate is an average, of course, and not a definite figure as 
to how much we will spend in the first year. 

Mr. Tuomas. What about your amortization on your trailer over 
a period of 15 years, though ? 

Mr. Fotry. That, of course, is a subject we have discussed before 
the committee a couple of times before. I might refer the commit- 
tee’s attention again to the letter of April 24, in which I discussed 
that problem. 

If we attempt to calculate a rent on the basis of amortizing out 
on a period of 5 or 7 years, obviously we would get a rent that will 
be completely out of proportion to the ability of the customers to 
pay, and in many instances, probably most instances, out of line with 
the accommodations provided and the going rents for comparable 
properties in the area. 

Mr. THomas. What about your temporaries? What rent are you 
getting on your two-bedroom temporaries? 

Mr. Vinton. We have not had enough experience to tell you defi- 
nitely. It will be somewhat higher than the trailers. The trailers 
are the ones that are first coming into occupancy on which the rents 
have been set. 

Mr. THomas. What period of amortization are you covering in your 
rent there on the temporary housing? 

Mr. Vinton. 20 years. 

Mr. Tuomas. Well, you got a capital investment of about 3314 per- 
cent more, 38 percent more in your temporaries than you have in your 
trailers, do you not? 

Mr. Vinton. That is right. 

Mr. Tuomas. That would make your rent then, what—approxi- 
mately $60 or $62.50 a month? 

Mr. Vinton. Probably $50 to $55, possibly $60 in some cases. 
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AUTHORIZATION FOR PUBLIC DEFENSE HOUSING 


Mr. Tuomas. What was your request for authorization in this bill 


' now pending? 


What was it—200 or 250 million? I have forgotten which. 

Mr. Fotry. You mean the original ? 

Mr. Tuomas. Your recent request. I see the Senate came out here 
with $50 million, and you had a request here for $200 million for 


_ defense housing. 


Mr. Frrzparricx. The bill as introduced had a $200 million increase, 


which the Senate cut to $50 million. 


Mr. Forey. Yes. 
Mr. Tuomas. In other words, you requested an authorization of 


| $200 million additional over and above your original $50 million 
- authorization; is that correct ? 


Mr. Frrzparrick. That is right. 
Mr. Fotry. As I remember it, that is correct, sir. 
Mr. THomas. On the Senate side it was reduced to $50 million, and 


: we do not know what the House committee is doing there. 


Mr. Fotry. That is right. 
Mr. Tuomas. That will give you a sum total of $100 million against 


- a request of $300 million. Do you think this $100 million for public 
| defense soa, Sage satisfy the needs? 


Mr. Fotry. Not as the need presently shapes up, sir, but it will 


make it possible for us to take care of the critical situations as indi- 
' cated in our justification and as indicated in the list we have given 
you here. 


COMMUNITY FACILITIES 


Mr. Tuomas. Of course, community facilities go hand in hand with 


| public housing now. You stated in your opening statement there was 


no additional request for community facilities. Is that correct ? 

Mr. Fortey. That is correct, but it does not follow, sir, that com- 
munity facilities assistance is needed by every community in which we 
find a need for housing. 

Mr. Tuomas. I notice you ask for $100 million additional authoriza- 
tion in the Senate and the Senate granted $40 million and, of course, 
we do not know what the House will do. 

Mr. Forry. That is right. 

Mr. Toomas. Anyway, you are not seeking additional requests at 
this time? 

Mr. Fotey. We are not seeking additional requests at this time. 

Reverting to your previous question, in many of the military in- 
stallations we do not have to deal with the community-facilities prob- 
lem. 

Mr. Tuomas. Yes. 

Mr. Fotry. And in a good many communities where we provide 
temporary housing we find the community does not need help on 
facilities. 

As I pointed out. in the statement that I read, the community facili- 
ties problem, in determining whether or not aid is justified, is a pretty 
difficult and long-drawn out process. Something like $30 million, if 
I remember correctly, will still be available for use for the balance of 
this calendar year. We believe we can meet the most critical situa- 
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tions with that amount of money. We feel quite sure we will have to 
return promptly to the Congress in the new sessions, however, for fur. 
ther appropriations. 

Mr. Tuomas. You are speaking now of community facilities? 

Mr. Fotry. Yes; community facilities. 

Mr. Tuomas. What about this five million for Alaska? How mic’, 
money have we put up there already ¢ 

Mr. Forxry. The authorized $15 million has been appropriated. 

Mr. Tuomas. And that total of $15 million authorization has al] 
been used and this is an additional authorization and request for 3) 
million ? 

Mr. Fotry. Yes. 


AxasKa Housine 


Mr. Tuomas. I do not find the table here showing locations in 
Alaska. Do you have a table here for Alaska? 

Mr. Fotry. We do have. 

Mr. Tuomas. I do not think so. 

Mr. Fo.try. Not in the justification. I thought we had it in this 
book. Mr. Morse, do you have it available? 

Mr. Tuomas. Could you give us a quick table showing location and 
number of units and type of units and cost on that $15 million here- 
tofore authorized for Alaska ? 

Now this is strictly a loan proposition ? 

Mr. Forey. That is right. Mr. Morse, I think, has a good deal of 
that information. ' 

Will you present it, Mr. Morse ? 

Mr. Morse. The particular question on locations—we can get that 
very quickly. There are 1,140 units 

Mr. Fotey. Why do you not give the information without the actual 
locations and then we can supply that? 

Mr. Yates. What kind of units are being built in Alaska? 

Mr. Fo.rey. Permanent units, of course, and largely multifamily. 

Mr. Yates. Was there not some question of the adequacy of rentals 
in Alaska when you were last here ? 

Mr. Fotry. Adequacy of rentals? 

Mr. Yates. Yes. 

Mr. Forey. I do not think there is any question of adequacy of 
rentals. There is always a problem of high costs that the rentals 
have to be pretty high. 

The total revolving fund is $15 million. The loans approved by the 
AHA amount to twelve-million-six-hundred-and-thirty-four-thou- 
sand-odd dollars; loan disbursements on commitments, $8,245,000; 
loan repayments, $140,000; uncommitted balance of funds—which in- 
cludes the repayments—$2,455,663. 

Now, the housing units produced thus far are as follows: Units and 
projects under FHA commitments with primary loan assistance from 
the revolving fund, 833; with Fannie Mae as financing institution, 
1,890; with private financing under the terms of the act, 1,059—a 
— 3,582 units under all of the provisions of the Housing Act of 

aska. 
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Units started, as distinguished from projects amount to 2,895. 
Units available for occupancy as of May 31, were 1,955. 

Now the breakdown on type which you are asking for, Congressman 
Yates, is: Multifamily units started, 2,510; 1-two family, 385. 

The program is now working quite successfully. It was very diffi- 
cult to get that started. It is working quite successfully, with the re- 
sult there is a good deal of. interest on the part of builders, whereas 
there were practically no builders at the beginning. 

Mr. Yates. Where are you getting the material? Are Alaskan ma- 
terials being developed at all? 

Mr. Fotxy. To some extent, but I am afraid—and I am not fully 
informed on this personally—but I am afraid not to the extent that 
we would like to have. 

Mr. Morse, do you have full information on that? 

Mr. Morse. Not completely. Most of the materials for our projects 
come from the Pacific Northwest. Alaskan materials are used to some 
extent but not widely. The principal material in Alaska that could 
be used would be lumber, and the lumber industry in Alaska has not 
been developed to a point where—— 

Mr. Yates. Did I not read somewhere, Alaska had concrete de- 
posits that were susceptible of exploitation ? 

Mr. Morse. I do not know about that. 

Mr. Forry. I think that is true, and I think one of the important 
developments that ought to take place up there is the development of 
cement. 

Mr. Yates. Under those conditions, whose jurisdiction would that 
beunder? The Department of Interior ? 

Mr. Fotry. I presume it would, at least to the extent of their being 
able to take initiative and give help beyond what we can give. What 
we can do is encourage and help create a market. 

Mr. Tuomas. Getting back to the program. That covers the orig- 
inal $15 million authorization ? 

Mr. Fotry. That is right. Of the $15 million, we have approved 
loans for $12,684,000 and disbursed $8,345,000. We have an uncom- 


| mitted balance of $2,455,000, which includes the repayments we have 


received, and as against that a great many projects 

Mr. Tuomas. Can you give a complete table, first, of the $15 million, 
showing the number of units and their location and some description 
of the types, all temporary or all permanent? 

Mr. Fouey. I read into the record in your absence that information, 
except for the geographical locations, which I will have to provide. 
I do not have them with me. 





(The table is as follows :) 


Housing and Home Finance Agency, Alaska Housing program, as of May 81, 195% 





Location 


Num: 
| ber 
units 


Amount 





| Outstand- 


"Disbursed | ing balance 


Authorized | 





PROJECTS AUTHORIZED BY HHFA 


First mortgage loans: 
Alaska Associates, Inc ms 
AH A-Douglas Direct Construction. 


Anchor Homes, Inc 
Anchorage Housing, Inc_. 
Coffey House Corp. -_._..-._----- 
Dahlberg-Rewak aes Inc 
Garden Apartments, Inc oe 

Home Builders, Inc REY Taree 
Home Builders, Inc. .............-.---- 
Island Homes, Inc seas isi part ht 
Ketchikan Housing, IPRS TEES 
Martin Manor, Inc ‘ 

Northern Construction Co aaa 
Ryan Development Co., Inc_ -_._-._--- 
1200 L Street Corp 


Subtotal___- 
Second mortgage loans: 
Dahlberg-Rewak Building Co 
Hillside, Inc 


Authorized by HHFA but not closed: 
Coffey House Cerp.'__- 
Harwood- Detrick 
Bene Es EEONE COEDS... oo cnn cc pccucsnccs 


Subtotal 


Total authorized by HH FA_-_-..-...-- } 


APPROVED BY AHA AND UNDER 
CONSIDERATION BY HHFA 


Remote dwelling (1952) 
University Apartments 


Subtotal 


APPROVED BY AHA BUT NOT AS YET 
SUBMITTED TO HHFA 


Airport Homes ae Pe 
AHA-Cordova..._.- 
AHA-University Apartments. _- 
Dillingham Housing, Inc_-____--- ‘ 
Knik Development, Inc___.--_- 
Lakeway Builders, Inc 
Weiss, Inc 
Subtotal 4 : 
Total approved. by AHA but not yet 
authorized by HHFA. 


SRI Sc as eeniealetjoncmnanicnn 


| Anchorage. - 


..| Anchorage. -- 
inc = | AIOR...i « 
AH A-Palmer direct construction — | 


Palmer 


-.| _ 364, 638. 58 
-| 3, 485, 100. 00) 


| 

$340, 600.00, $291, 780.00) $291, 780. 00 

136, 000.00; 133,610.00; 133,610.00. } 
364, 638.58, 324,312.31) 


528,057.00) 528,057.00) — 252 
149, 100.00 144,792 90 4 





149, 100. 00 


~__.-| 1, 552, 300.00 1, 552, 300. 00/1, 552,300.00, 13: 


--| 106, 500. 00) 


 Fairbanks____ 
Ketchikan _-- 
Anchorage - - - 


ree 500.00, 104, 259. 90 


227, 800. 00, 
1, 565, 200. 00)1, 











: | Anchorage - . 


Remote areas 


Mier “sats x 


Remote areas 


| Fairbanks. 


| Juneau 
Cordova. ---- 
| Fairbanks 


Dillingham 





7, 572, 485. 58: 7, 479, 812, 75; 1,14 
255, 950.00, 228, 570. 00 














0 








12, 634, 388. 58 |7, 828, 435. 58.7, 708, 382. 75, 1, 




















-| 


aisatel 





Eis 


£8 | BEES52% 


88 | 8885585 
oc;1cocoooo 
oo!|ococooco 


13, 834, 236. 58 7, 828, 435. 58 7, 708, 382. 75 





1 Increase in loans previously authorized. 
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Mr. Tuomas. What is the average cost on the units you are putting 


gi there ? 

Mr. Fotry. Do you have that, Mr. Morse? 

1 81. 1958 Mr. Morse. I have figures up until this building season. 

Ny Mr. Tuomas. I beg your pardon? 

| Mr. Morse. This is up until this building season. We do not know 
what the costs will be this year. We hope they will be reduced. 

| Mr. Tuomas. Of course you know what the costs are on those you 
have already built? 

Mr. Morss. Yes. The single families are running at $14,000 to 
$18,000. 

Mr. Tuomas. That is one bedroom or two bedrooms? 

Mr. Morse. Two and three bedrooms, principally two. 

Mr. THomas. Running what now? 

Mr. Morse. From $14,000 to $18,000. 

Mr. Tuomas. Why that variance between $14,000 and $18,000? 
That is a 35 percent variance. 

Mr. Morse. The variance is due to the location. The highest cost 
is in Fairbanks, where there is quite a differential because of trans- 
portation. 

Mr. Tuomas. What is the cost in Fairbanks? 

Mr. Morse. The cost in Fairbanks of one that is being constructed 
now—that is the cost estimate—is $18,810. 

Mr. THomas. What type construction are they? 

Mr. Morse. That is wood construction, insulated. 

Mr. Tuomas. What is the life of one of those buildings? 

Mr. Morse. The life would be 30 years—the same type of construc- 
tion used down here with additional insulation. 

Mr. Forry. Properly maintained, it would probably be 50 years. 

Mr. Tuomas. Out of your 15 million, how many units have you 
actually constructed ? 

Mr. Forry. The units started are multifamily, 2,510, and one-two 
family, 383, a total of 2,895. That is under all provisions of the Alaska 
Housing Act, including the revolving fund. 

Now available for occupancy, as of May 31, were 1,635 multifamily 
and 320 one-two family units. 

Mr. Tuomas. In other words, your total authorization is to con- 
struct about 2,800 units and you have already completed about 2,000 
of them? 

Mr. Forry. No, that does not necessarily follow, sir. It is a revolv- 
ing fund. As it begins to roll over, we can continue to produce more 
housing with it. It is not limited to a one-time shot. But the results 
up to now are in effect one time, because there has not been time for it 
to roll over. 

Mr. Tuomas. How are your collections? Is anybody in default? 

Mr. Morse. In temporary default there are six cases, with an author- 
ized amount of $1,391,000. This is as of May 31, and we think that 
all 

Mr. Tuomas. That is total authorization? You mean by that your 
total cost of your six projects is 1 million plus? 

Mr. Morse. One million three hundred and ninety-one thousand 
dollars. 

Mr. Tuomas. That is amortized over a period of what—20 or 25 
years? What is your contract with them? 
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- Mr. Morse. Mr. Thomas, we are making interim construction loans, 
or loans which are refinanced by a long-term mortgage. We are pro- 
viding only the construction funds. Most of the loans that we finance 
run for 2 years. 

In connection with those construction loans—four of these six—tlie 
construction has been completed, and the delinquency which runs 
from 1 to 2 months is due to the fact that they are in the process 
of being closed or converted to long-term mortgages and sold to 
Fannie Mae. 

Mr. THomas. Who takes up the original piece of paper? 

Mr. Morse. The loans are made by the Alaska Housing Authority. 
We purchase bonds of the Authority to provide them funds with 
which to make these loans. 

Those loans are made in one of two ways. They may be broken 
down to a mortgage on the individual house or they may be on a 
blanket mortgage. 

Mr. Tuomas. It gets back to the question I indicated. Your only 
security, regardless of who is the intervening party, is the house, and 
how long is the mortgage on the house—20 or 25 years? 

Mr. Morse. The mortgage on the house runs for 20 to 25 years. It & 
would be a regular FHA-insured mortgage. 

Mr. Tuomas. That is what I am getting at. Is it FHA insured? 

Mr. Morse. Yes, sir; every one. 

Mr. Tuomas. You are supposed to get our money back. You make 
a construction loan and then they go into FHA, and out of your 
construction they are in default to the tune of how much—six projects, 
1 million? 

Mr. Morse. Total amount is $1,391,000. That is the total authorized. 
The total amount delinquent is $146,000. There is some delay in 
reporting and we think actually there may be only two in default 
as of right now. 

Mr. Tuomas. In other words, they will all be delinquent if they 
do not make a deal with FHA to pick up the original paper; is that it ! 

Mr. Fotry. When you get permanent financing, you have to convert 
the temporary financing. But defaults up to this time, I think, could 
properly be described as technical. Is that right, Mr. Morse? 

Mr. Morse. That is right. 

Mr. Tuomas. Tell us about the 5 million now. That is a pretty 
good picture of the 15 million. What about the 5 million? How 
many units, whereabouts, what the units cost is, and what the need 
for this 5 million is. 

Mr. Foury. Mr. Morse, do you have those tables? 

Mr. Morse. Yes, sir. 

Mr. Fotey. I will let you proceed, then. 

Mr. Morss. These are figures, Congressman, that have been sub- 












































































































































mitted to us by the Alaska Housing Authority. I have discussed 
them with the Territorial Director of FHA, who was down here about 
a month ago. 

At Anchorage they propose 752 units at over $7 million; at Fair- 
banks, 470 units at $6,200,000; at Ketchikan, 200 units for $2,400,000. 
The only other large one other than that is at Kodiak, 384 units at $4,- 
500,000 ; a total of 1,901 units at $21,497,000. 


Now those are the projects they are discussing for construction in 
the remainder of this year and 1953. 
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Mr. Tuomas. Is there anghady in your organization who has viewed 
this proposition first hand or does all the information come from 
and 1s based on hearsay, whether it comes through the military or 


comes through FHA, or what not? 


Mr. Fotey. Mr. Chairman, we maintain a man up there, and then 
we frequently send people from the home office to check on the whole 
operation. We have maintained a very close direct control on it. 

Mr. Tuomas, In other words, you have got in these various cities 
he just read into the record a total request in the neighborhood of 
#20 million and you are seeking here only $5 million ? 

Mr. Fouey. $5 million, yes. 

Mr. Tuomas. Do you think this $5 million will reasonably satisfy 
the needs of the communities there ? 

Mr. Fotxrry. I could not say, of course, that with it we would be able 
to assist all of this housing if it all came to a point of rapid conclusion ; 
but with the revolution of the fund, we should be able to take care 
during the coming year of the major part of the cases that will come 
to the point where we can assist them. Of course, if we then find 
the situation is out of hand, we will have to come back to the com- 
mittee. 


Derense Housine 
ADMINISTRATIVE EXPENSES 


Mr. THomas. We will insert in the record at this point the table on 
page 17, table 5, showing personal services here for public defense 
housing, administrative expenses of construction and management— 
personal services, $1,563,000 ; travel, $182,000 ; shape gh ation of things, 


$3,000; communication services, $41,000; rents and utilities, $62,000; 
printing and reproduction, $17,000; totaling $1,900,000. 
(The table referred to is as follows :) 


TasLe 5—Housing and Home Finance Agency, provision of public defense housing, 
administrative expenses of construction and management’ 


01 Personal services 
02 

03 Transportation of things 

04 Communication services 

05 Rents and utilities 

06 Printing and reproduction 

07 Other contractual services_............-----------_-_---~---- 
0S Supplies and materials 

09 Equipment 

15 Taxes and assessments 











1 Includes program supported by $12.5 million appropriated in Third Supplemental Appro- 
priation Act, 1952. 


Mr. THomas. What are your personnel requirements? How many 
jobs does that cover in the $1,563,000 ? 

Mr. Ketiy. 312 man-years of employment. 

Mr. Tuomas. 312-man years. That is about 350 jobs? 

Mr. Ketxy. Actually, sir, it would be 150 additional positions over 
the positions authorized in the Senate independent offices bill, and the 
difference would be, as you say, about 200 positions that would other- 
wise have to be terminated sometime during the early part of the 
fiscal year. 
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Mr. Tuomas. There is nothing in the independent offices regular 
1953 appropriation bill taking care of this item, is there? 

Mr. Ketty. No, sir. 

Mr. THomas. What do you mean then by that reference to inde- 
pendent offices a while ago? 

Mr. Ketry. We will have to cut our staff under that bill. It isa 
question that we do have a trained staff of about 2,100 people, and 
the organization as it now exists would be utilized to do this work 
without the creation of new organizational units and hiring of all new 

eople. 
, Mr. THomas. What is the equipment item of $50,000 here, and your 
supplies and materials of $16,000? What are those two items? 

Mr. Ketty. The equipment item, sir, is original equipment for 150 
new employees—desks, chairs, tables, and the like. The supply item 
is an estimate which is exactly related to man-year average costs on 
the basis of the experience we have had over the past 3 or 4 years. 

Mr. Tuomas. I notice there was put in on the Senate side an item 
for $225,000 which was not presented to the House side for com- 
munity facilities in the regular 1953 bill. Will those funds be com- 
mingled with these? 

Mr. Frantz. No, sir. That is administrative expenses in con- 
nection with the construction of community facilities under the ap- 
propriation of $11,250,000 which was carried in the second supple- 
mental. That item was presented in the President’s budget, Mr. 
Chairman, but was omitted in the independent office bill when it was 
reported to the House. We suggested to the Senate that it be added. 

Mr. Fotry. It would not be commingled, it would be separate. 

Mr. Frantz. They are entirely different funds. There would be 
no connection between that item and this one. 


FeperaLt NaTionaL Mor tGcags Assoctation 


Mr. Tuomas. Let’t take a look at FNMA. You know Mr. Baugh- 


man is not only one of the bigest bankers in this country, but he is one 
of the best. 

Mr. Fotry. Thank you, sir. 

Mr. THomas. Have you a little short statement here for us or do 
you want to put something in the record ¢ 

Mr. Forry. He has a statement. I would like to have him present 
it, if he may. 

Mr. Tuomas. Mr. Baughman. 


GENERAL STATEMENT 


Mr. Bavueuman. Mr. Chairman, I have prepared a brief statement 
highlighting the fundamental reasons for FNMA’s request for addi- 
tional administrative funds for fiseal year 1953. 

The pending Housing Act of 1952 (a) increases FNMA’s authoriza- 
tion to make advance commitments, prior to July 1, 1953, from the 
present amount of $252 million to a total of $1,152 million, for the 
purchase of mortgages covering housing programed for critical de- 
fense and military areas and housing in disaster areas; (0) it also pro- 
vides FNMA with additional purchasing authority of $900 million 





egular 


- inde- 


[It is a 
e, and 

work 
ll new 


| your 


or 150 
Y item 
sts on 
rs. 

item 
com- 
com- 


con- 
@ ap- 
pple- 
Mr. 
C was 


lded. 
id be 


299 


that will entail a much higher rate of mortgage activity than was 
contemplated by the two Houses of Congress when they considered 
the budget for FNMA for fiscal year 1953. 

May I refer to a few of the substantial increases in the workloads 
mentioned in the request for supplemental authorization which you 
are now considering. 

First. It is conservatively estimated that under the pending Hous- 
ing Act of 1952, the portfolio of mortgages held by FNMA will 
increase by more than $800 million from approximately $2.1 billion 
at start of fiscal year 1953 to $2.9 billion at end of fiscal year, an in- 
crease of 38.1 percent; also, the average number of mortgages in the 
portfolio will increase from approximately 258,000 in fiscal year 1952 
to 340,700 in fiscal year 1953, an increase of 32 percent. 

Mr. Chairman, FNMA has always felt very keenly its responsibility 
to protect the Government’s investment represented by a mortgage 
portfolio which will closely approach $3 billion at the end of fiscal 
year 1953. 

Our principal objective has constantly been to prevent any loss or 
deterioration of this huge investment so as not to impose any addi- 
tional burdens upon the taxpayer. Unlike the one-time operation in- 
cident to the purchaser or sale of a mortgage, the maintenance of the 
association’s mortgage portfolio will involve continuing and repetitive 
activities of an estimated 378,572 mortgages, at the end of fiscal year 
1953. 

In addition to the necessity of maintaining its own internal records 
as to these mortgages, FNMA is charged with the responsibility of 
of supervising, auditing, and inspecting the operations of over 1,000 
organizations now actively servicing the mortgages in its portfolio. 
By reason of the expansion of its portfolio, in fiscal year 1953, the As- 
sociation must necessarily expect a relative increase in the number 
of delinquents and foreclosures, which will further add to its mort- 
gage servicing workload. 

Second. In view of the expressed need for mortgage financing assist- 
ance on defense, military, and disaster housing, it appears that the en- 
tire additional authority of $900 million will be fully utilized in 
advance commitments and over-the-counter purchases, and during 
fiscal year 1953 approximately 42,000 mortgages will be purchased. 

The sum of $360 million which will be released, under the pending 
Housing Act of 1952, for over-the-counter purchases of eligible non- 
defense VA and FHA mortgages will result in the purchase of ap- 
proximately 45,000 additional mortgages. 

As a result of the purchases afore-mentioned, to which must be 
added approximately 9,000 mortgages which will be purchased dur- 
ing said fiscal year 1953 under commitments previously made, the 
total of all of the purchases by the Association in fiscal year 1953 


‘will come to gor penopee 96,000 mortgages as compared with 77,000 


mortgages in fiscal year 1952, an increase of approximately 25 percent 
for fiscal year 1953. 

Third. Both the repetitive type of mortgage activity involved in 
the servicing of the mortgage portfolio and the one-time operations 
incident to the purchase and sale of mortgages will show a greater 
relative increase during fiscal year 1953 than will the amount re- 
quested for additional administrative funds. Senate action on the 
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1953 Independent Offices Appropriation Act allowed FNMA $3,647,. 
600. This action was based on committee recommendation contained 
in Senate Report 1603, which stated this amount would “provide for 
operations at the 1952 level.” For that reason, in the analysis shown 
below, I have compared the estimated level of operations in fiscal 
1953 with that of fiscal 1952. This analysis shows, as a result of the 
Housing Act of 1952, an appreciable rise in the Association’s over- 
all workload for fiscal 1953 above that of fiscal 1952. 

(1) The amount of new commitments to be administered will in- 
crease from $282 million in 1952 to $900 million in 1953, an increase 
of 219 percent ; 

(2) Mortgage purchases will increase from approximately 77,000 
in fiscal year 1952 to 0 a erence 96,000 in fiscal year 1953, an 
increase of approximately 25 percent. 

(3) Sales and other credits are estimated to increase from 8,500 
in fiseal year 1952 to 20,300 in fiscal year 1953, an increase of 139 
percent; 

(4) The average number of mortgages in the portfolio will increase 
from 258,000 in fiscal year 1952 to 340,700 in fiscal year 1953, an in- 
crease of 32 percent. 

In contrast to the increase in the workloads mentioned above, the 
amount for administrative expenses will increase from $3,647,000 in 
1952 to $4,447,600 in 1953, an increase of only $800,000 or 21.93 percent. 

In conclusion, in view of the fact that the additional commitment 
and purchase authority granted FNMA under the pending Housing 
Act of 1952 will result in a substantial increase in the over-all work- 
load of the Association, it will be necessary to provide for a formal 
revision of the budget program. The supplemental amount requested 
for administrative funds is very conservative considering the substan- 
tial increase in the workloads which the Association will be obliged 
to carry during fiscal year 1953. Also, may I note for the record that 
the administrative expenses of FNMA, including this supplement, are 
paid out of the corporate earnings of the Association and not from 
Treasury appropriations. 

Thank you. 

Mr. Tuomas. That is a very nice statement. 

You sought an authorization here in the pending bill of $1.3 billion 
and the Senate has acted to the tune of $900 million and the House 
has not acted. So it is reasonable to say in the final conference between 
the House and Senate that figure will be in that neighborhood of $900 
million. 

Mr. Pniatrs. Is that on the legislative bill? 
Mr. Tuomas. Yes, sir. 
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ADMINISTRATIVE EXPENSES 






At this point in the record we will insert all of page 24, which gives 
the dollar breakdown, what is available in the independent offices for 
1953 in one column, and what is requested here. 

(The page referred to is as follows:) 
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COMPARISON OF WORKLOAD AND EXPENSES, FISCAL YEARS 1952 AND 1953 


The operations of the FNMA for fiscal 1952 were the most economical possible 
under the impact of new Il gislation enacted during the year and a depressed 
mortgage market. The cost of such operations will total approximately $3,650,000 
for an average mortgage portfolio of $1.9 billion. This is a material saving when 
compared with the annual rate (at the time of the transfer of FNMA to HHFA) 
of more than $5 million to finance operations covering an average mortgage port- 
folio of approximately $1.1 billion. However, by improving the operating 
methods the FNMA was able to reduce the percentage relationship between 
administrative costs and the average mortgage portfolio from 0.325 percent in 
fiscal year 1951 to an estimated 0.195 percent in fiscal 1952 to 0.176 percent in 
fiscal 1953. 

DISTRIBUTION OF ADMINISTRATIVE EXPENSES 
The following table compares the distribution of amounts currently under con- 


sideration in the Independent Offices Appropriation Act, 1953, with estimated 
requirements if the Housing Act of 1952 is enacted into law. 





| 
Available in H. R. | Currentestimate for 
7072 for fiscal fiscal year 1953 
year 1953 ! under S. 3066 





y - J - 
Num- | 4 mount _ Amount 


ber 


| 
Number and annual salary 760 $3, 267, 900 | 914 | $8,889, 160 














Number man-years and total man-year cost 3, 616, 919 
Other personal services cost 3 163, 581 





3,100,500 | 850} 3,780,500 
547, 100 | 667, 100 

















1H. R. as passed by the Senate. 
PERSONAL SERVICES 


The following table summarizes the present and proposed distribution of 
personnel according to activity groupings: 





Total Washington 





Avail- | Re- - Avail-| Re- In- 
able! | vised able! | vised | crease | 





Executive direction and 

staff services 65 39 41 2 5 26 
Auditing services ..__.._-..- 45 6 6 g 43 
Cashier and administrative j 

services ......... mA Sis 0 | 0 122 
Fiscal services 318 < 21 | 21 | 382 
Legal services 57 . | 17 56 
Loan administration 174 11 | 11 | : 189 | 























| 











Total all services......| 760 98 | 96 | | gis | 151 





! H. R. 7072 as passed by the Senate. 


Mr. Tuomas. In other words, you are requesting for services $900 
million and an additional $800,000. Is that correct? 

Mr. BaucumMan. We are seeking $800,000 for administrative 
expenses. 
~ Tuomas. To administer this additional 900 million authoriza- 
tion ¢ 

Mr. Baveuman. That is correct. 
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Mr. Tuomas. Do you seek to increase your personal staff from 7(\) 
to 914, an increase of 154 positions? 

Mr. Baveuman. That is correct. 

Mr. Tuomas. And your other objects of expenditure are increased 
from $547,100 up to $667,100, or a total increase of $120,000. 

At this point we will insert the table on page 25. 

(The table referred to is as follows :) 


Other objects of expenditure 


547, 100 


a 


Additional amount required 
The two principal increases involved are $48,000 for “Travel” and $38,000 for 
“Rents and utility services.” 


The increase in travel is for the audit, fiscal, legal, and management staffs in 
the field offices which are engaged in— 

(1) supervision and examination of the records of the more than 1,000 
servicing agents who are collecting monthly payments on the more than 
one-quarter of a million mortgages in the association portfolio (estimated 
to total approximately 380,000 by end of fiscal 1953) ; 

(2) supervision of the handling delinquent accounts and mortgage fore. 
closure cases at a time when such cases will increase due to the tremendous 
expansion of the association’s portfolio; and 

(3) the visitations of FNMA representatives to financial centers for the 
purpose of disposing of mortgages in the association’s portfolio. 

The latter function is extremely important in that, for each sale, there is a 
corresponding reduction in the amount of borrowings which would of necessity 
be done at the expense of the American taxpayer. 

The increase in rents and utility services covers the provision of space and 
related services for the additional employees made necessary under the pro- 
visions of the Housing Act of 1952. The remaining increases are modest and 
are all based on experience cost factors. They are all directly related to the 
increase in many-years of employment required under the provisions of S. 3066. 
These increases cover transportation of things, communication services, print- 
ing and reproduction, other contractual services, and supplies and materials. 
They total only $34,000 or 4.25 percent of the total supplement. 


Mr. Tuomas. The two principal items of increase are $48,000 for 
travel and $38,000 for rents and utilities, which make about $86,000. 
What is the remainder of the $120,000? 

Mr. Baveuman. About $34,000 divided between transportation, 
communication services, printing and reproduction, other contractual 
services, and supplies and materials. 


WORKING RELATIONSHIP BETWEEN DEFENSE HOUSING AND THE FEDERAL 
NATIONAL MORTGAGE ASSOCIATION 


Mr. Tuomas. And all of this 800,000, like your remaining $3,600,000, 
is from fees collected through the operation of your office. Correct? 

Mr. Foutry. The income from fees, interest, and so on; yes, sir. 

Mr. Tuomas. Why the necessity for increasing Fannie Mae’s au- 
thority up to another $900 million at this time? 

Mr. Fotry. The bill, Mr. Chairman, limits the use of that new 
authorization and advance commitment authority to the fields of de- 
fense housing, military housing, and disaster area housing. It resulted 
from the situation that had developed in the private money market, 
as brought out pretty fully in the round-table hearings held by the 
Senate Banking and Currency Committee, that funds were not pri- 
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vately forthcoming unless they were backed with an advancement 
commitment. 

Mr. Tuomas. The limitation primarily is lodged and confined to 
defense housing ¢ 

Mr. Forey. Defense housing very largely, and the other two items 
in smaller amounts—amilitary and disaster housing. 

Mr. Tuomas. Why the discrepancy between 100 million here for 
defense public housing and FNMA’s authority here of 900 million? 

Mr. Forey. If I understand your question correctly, Mr. Chairman, 
that is because of the whole basis and philosophy of operation, of 
depending very heavily—fully if we can—on private production for 
permanent housing. 

The problem is that private builders have oversubscribed heavily 
every program we have made out for permanent defense housing, but 
the financing has not been forthcoming. The reason for that, as given 
by the lending institutions generally in the hearings, was that they 
still have some concern over whether this need is permanent—whether 
they should go into the areas of defense housing as they go into the 
general run of housing. It is an experience that duplicates pretty 
much what we had in connection with private building in the war 
period. 

Mr. Yares. Do you have any lending by lending houses if you do 
not have Fannie Mae? Are they willing to do without the secondary 
guaranty ? 

Mr. Forey. In defense housing ? 

Mr. Yates. Any. 

Mr. Fotry. In general; yes. 

Mr. Tuomas. Those figures of $100 million totally financed by the 
Government, and that is 10 up to 100 million which still does not give 
the complete differential between the amount of money that the Gov- 
ernment is putting in directly and that amount that is being spent 
by private enterprise, and a certain part, or maybe all of it, which 
isinsured by FHA. At least as far as the record here discloses, it is in 
the ratio of 9 to 1. 

Mr. Fotey. With respect to the program of defense housing? 

Mr. Tuomas. Yes. But that is not a complete picture why in itself. 
I expect the percentage is higher than that. 

Mr. Frrzparrick. Mr. Thomas, the full 900 million, if authorized 
and used for that purpose, would only permit 45 percent of the total 
private housing program to the end of this year to be covered by 
Fannie Mae advance commitments, so there would be another 55 
percent financed by private lenders without advancement commit- 
ments from Fannie Mae. 

Mr. THomas. The percentage then could be roughly stated as about 
18 to 1 instead of 9 to 1? 

Mr. Frirzpatrick. Yes. 

Mr. Fotey. That is correct, sir. 

May I say further there, Mr. Chairman, that we have to present 
the situation as it is currently and as the defense needs seem to require. 
I think our experience will again be what it has been in the past— 
that as they develop experience with what actually happens in defense 
areas, the conservativeness of our programing, and so on, the private 
institutions will absorb these mortgages, so that while we will have 
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to make advance commitment in order to get the construction funds, 
it will probably result over a period of time that we will not hold 
those mortgages in the Fannie Mae. 

Mr. Tuomas. But even on that ratio of 18 or 19 to 1, it gets back 
to one fundamental thing: That the taxpayers are really wunderwr't- 
ing through insurance and direct appropriations the housing program 
to about $2 billion. 

Mr. Forry. In the defense program? 

Mr. Tuomas. Yes. 

Mr. Fotey. If I understand what you mean by the underwriting of 
it, including FHA insurance, yes. Of course, then we have to go 
back to our experience with insurance, which is that we have had 
infinitesimally small losses as against the total risk. 

Mr. THomas. We have had an ascending market for the last 15 
years, but suppose we have the reverse and start on a descending 
market ¢ 

Mr. Forry. If we started in on a descending market—and sup- 
posing that we had a large percentage, relatively speaking, of fore- 
closures and properties coming to us—we still have the property itself 
as our security, together with the reserves for insurance which we built 
up out of fees and insurance premiums. So that the probabilities are 
that even in a serious depression, considering the fact we do not have 
to dump the properties, the probabilities—— 

Mr. THomas. Then Mr. Baughman would switch over and go back 
to his original first love, the HOLC, would he not? 

Mr. Forry. I did not get the first part of your statement. 

Mr. Tuomas. I said Mr. Baughman would immediately switch over 
to his first and original love, HOLC, would he not ? 

Mr. Forry. Well, I doubt very much that we will ever have a situa- 
tion like that again. 

Mr. Tuomas. I hope not. 

Mr. Forry. Because all the things Congress has done in this field 
have been aimed to prevent it. 

Mr. Tuomas. What is the outside total liability as of some recent 
date of Fannie Mae? 

Mr. Baveuman. About $2 billion. 

Mr. Tuomas. Was it 2 billion or nearer 3? 

Mr. Baveuman. Our portfolio is $2,083,000,000. 

Mr. Tuomas. And you expect to add another $900 million to it ? 

Mr. BavueuMan. Yes. 

Mr. THomas. What is the rate of your foreclosures now ? 

Mr. BavcHMAN. Well, we have pending at the present time about 
700 foreclosures. We anticipate this year we will acquire probably 
about 1,200 properties. 

Mr. Tuomas. How will that compare with last year and the year 
before that? 

Mr. BavcHman. It is about the same ratio. It is very small. 

Mr. Tuomas. And can you put into the record at this point the 
rate of foreclosures and the percentage for the last 5 years? Can you 
do that without too much trouble? 

Mr. BaucuMan. Yes. 





funds, 
tt hold 


ts back 


erwrit- 
rogTam 


ting of 
1 to 20 
ve had 


last 15 
ending 


d sup- 
f fore- 
y itself 
e built 
ies are 
tt have 


0 back 


h over 


-situa- 


s field 


recent 


it ? 


about 
Ibably 
e year 


nt the 
in you 


305 
(The information is as follows :) 


Summary of property acquired through foreclosure for the & fiscal years 1948 through 
1952 











a ateiercaes ta Number of prop- | Percent of average 
portfolio erties acquired portfolio foreclosed 








257, 603 | 








! Includes estimated activity for the month of June 1952, 
STATUS OF THE MONEY MARKET 

Mr. Txtomas. What is the money market now and what are the 
prospects for a favorable change in the foreseeable future? 

Mr. Fotry. Do you want to handle that, Mr. Baughman? 

Mr. BaueuMan. We are continually on top of it, and we are always 
hoping for a break, but it has been very, very quiet. In other words, 
the market has been very dull. 

Mr. Tuomas. In other words, you are saying the conventional in- 
vestors, insurance companies, and banks and so forth, are not now put- 
ting their money into FHA investment housing ? 

Mr. Fotry. I think, Mr. Chairman, Mr. Baughman was answering 
that largely from the standpoint of the sales program of Fannie Mae. 
Actually, of course, there is a very great deal of private money being 
loaned in the residential field. Housing starts so far this year, in spite 
of the restricting situations in the money market and regulation X, 
and all the rest of it, look like a million houses this year. 

Mr. Tuomas. Then why are they not putting it in Fannie Mae 
paper? 

Mr. Fotey. They are initiating the mortgages themselves instead of 
coming to us to buy them. Our experience is always that way. They 
buy in volume from the Federal National Mortgage Association when 
there is a shortage of mortgages they can initiate for themselves. 

Mr. Tuomas. Why initiate them for themselves? Let’s get down to 
the interest rate. That is what itis. What about it? 

Mr. Fotry. The interest rate of course, is being complained about 
very much, but the interest rate on a VA or FHA mortgage would 
be the same whether they initate it themselves or buy it already made 
from Fannie Mae. 

There is a definite restrictive effect in the present interest rate, 
particularly in the VA 4-percent rate. That, as you know, is con- 
trolled by the Veterans’ Administrator and not by the Housing 
Agency. 

The 4144 rate of FHA on one to four families, and the 4-percent rate 
on the large projects, large mortgages, still continue to be in our opin- 
ion generally effective rates, as evidenced by the filings of applica- 
tions with FHA. 

Mr. THomas. What are they getting now when they go outside of 
Fannie Mae and buy home mortgages? What rate of interest are they 
getting ? 

Mr. Fotey. You mean when they go conventional as distinguished 
from FHA or VA? 


Mr. Tuomas. Yes. 
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Mr. Forry. I think the rate there would generally run about ; 
percent. That is traditional. 

Mr. Tuomas. Is that discrepancy between 414 and 5 percent going 
to be so large it is going to continue to prevent private investors from 
taking “Fannie Mae” mortgages? What is your judgment on that? 

Mr. Fotry. My thinking, my judgment—conditioned by the state. 
ment we must always make, that we are not prophets—is that if the 
housing program continues at a rate not greater than it presently is, 
the production during the current year, we will see a gradually im. 
proving situation because the pools of capital for investment continue 
to increase. 

Mr. Tuomas. In other words, the individual savings are increas. 
ing month by month and week by week ? 

Mr. Forry. That is right. 

Mr. Tuomas. And eventually those funds are going to have to have 
an outlet ? 

Mr. Forry. Particularly in types of institutions that normally are 
appealed to by this type of mortgage. 

Mr. Yates. On page 5 of the justification, at the top, it says that: 

The act contemplates the maximum construction of defense housing by pri- 
vate enterprise—— 

Mr. Tuomas. Will you excuse me, Mr. Yates, for one more question’! 

Mr. Yares. Surely. 


Stumm CLEARANCE AND UrBAN REDEVELOPMENT 


Mr. Tuomas. Tell us about this $10 million here for slum clear- 
ance. I recall, if my memory serves me correctly, your original 
financing was set out in the recent act of 1949 which gave you author- 
ity to go to the Treasury and borrow $1 billion in loans. 

Mr. Forry. To use in lending; yes. 

Mr. THomas. And an additional $500 million authorized in grants, 
but the $500 million were to be appropriated funds. 

Mr. Fotry. Right. 

Mr. Tuomas. And this is the first request that you have made for 
any part of that $500 million ? 

Mr. Fotry. That is right, sir. 

Mr. Tuomas. And now you are seeking $10 million ? 

Mr. Forry. That is right, sir. 

Mr. THomas. What part of that billion in the way of loans have you 
taken from the Treasury up to date? 

Mr. Forry. Mr. Frantz will give you the figures in the table 
here, sir. 

Mr. Franrz. We have executed loan contracts totaling approxi- 
mately $20 million, Mr. Chairman, and have actually disbursed about 
$814 million. 

Mr. Tuomas. Is that the table here you set out on page A, with 
Little Rock, central area, $980,000; Chicago, $9,176,000; Detroit, $4.- 
761,000; and New York made up here of about 18 or 19 million’ 

Mr. Frantz. That table shows the projects which we believe wil 
require the $10 million in grants during fiscal 1953. 

Mr. Tuomas. I think that is right. But do you have a table here 
showing about your loan section ? 

Mr. Franrz. We do not have that table in the justification Mr. 
Thomas. We can insert one in the record. 

(The information is as follows :) 
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Mr. Tomas. What is the amount of loans that you have authorized 
so far out of your $1 billion total authorization ¢ 

Mr. Frantz. Loan contracts for advances, $6,700,000, and for tem- 

rary loans, so-called, about $12 million. Those are contracts we 
laws made. Not all of those amounts have been disbursed as yet. 

Mr. Tuomas. And that is a repayable loan at the current rate of 
interest. What is that rate of interest—214 or 214? 

Mr. Frrzparricx. 2.75. 

Mr. Tuomas. And the total is only in the neighborhood of $20 
million to date ? 

Mr. Franz. In contracts so far executed ; yes. 

Mr. Tuomas. Do you have anything more in the mill exceeding 
that sum ¢ 

Mr. Frantz. Yes. We have approved applications for $18.8 mil- 
lion, approximately. nn 

Mr. Yates. In addition? New } 

Mr. Frantz. No; that includes contracts, but—— 

Mr. Tuomas. Will you insert at this point in the record a table 
ar those loans by cities or locations and their amounts and the 
dates 

Mr. Franvrz. Where applications have been approved or where con- 
tracts have been executed ? 

Mr. Tuomas. First, you had better have two columns, where your 
contracts have been executed and your requests looking toward the 
execution of contracts. 

Mr. Forry. Possibly three columns—those approved, those exe- 
outed, and then disbursements. 

Mr. THomas. Anyway, your total request today is in the neigh- say 
borhood of about $20 million, and of that $20 million you have dis- 
bursed about $14 million ? 

Mr. Frantz. Disbursed about $8 million. 

Mr. Yates. Authorized $20 million, disbursed $8 million? 

Mr. Frantz. That is right. 

Mr. Tuomas. At this point, along with these figures, we will insert 
page No. 4. This deals with your grants here, and it covers a part 
of this $10 million that you are seeking now. 
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(The table referred to is as follows :) 


Strum CLEARANCE AND URRAN REDEVELOPMENT PROGRAM 


TABLE 1.—Estimated capital-grant payments, fiscal year 1953 



































Land dis- Estimated capital-grant payments, 1953 
Capital | position 
Locality and project name grant jas percent 
allocation | of project First Second Third Fourth 
area quarter quarter quarter quarter 
Percent 
Arkansas: Little Rock (central area).| $980, 385 Sear Cees cere $367, 645 |.......... 
Illinois: 
Chicago project No. 1.......-.-- 9, 176, 075 | Sa Seer BE MOR GUS tei a. 
Chicago project No. 2.._... -----| | 599, 588 TE Seeks! “RL TE 234, 008 1.3K... 
Maryland: 
Baltimore: 
Broadway -...-...-- 2 ae 13, 022, 100 | SPE? Re Ue pubes Set | $906, 633 
WR vrnicigntnaxcosess 1958, 550 | PRN TES ae. 2 eae RSET 2GRe 
Michigan: Detroit (Gratiot) ......-. 4, 761, 096 | DD iii nection (RS pe ro ef Be 
New York: | 
New York: 
Corlears Hook ...........--- 3, 000, 810 | SS _ ka. Nice asia Ket ae & 
_ Siw 6 el ea | ys RAFAT LEE eschew dutitbanbet, «S20 2M 
AR 0c cng se0-4-<-~--- 3, 766, 024 | Se eee Lh eee aes — 
_ | Died be es, 4 | SS PaaS) SE eae Se & 847, 355 
North Harlem..............| 2,729, 258 Et RR Oe ee eS 7 SE Se eee 
West Park (Manhattan- 
ROUTE ln tas sak edi. 10, 703, 804 | OO eS » eS Be eae Be eee 
Pennsylvania | | 
Philadelphia 
East Poplar No, 2_.......-. 274, 697 100 | $274, 697 | si nats a teint eee. 
East Poplar No.3... __-._-- 1 340, 182 | palates ek eieds 153, 082 |-.---- 
Puerto Rico: | | 
Mayaguez (Malecon).-.........- 127, 623 | , 5 eee PES Rite aero 127, 623 
Ponce (E] Bosque) .........._.-. 1 55, 639 | S SRQSS Lt Be IS tdeitth skis | 20, 865 
Totals, by quarter_..........- DARL SARREt | 274,697 | 5,280,568 | 2,790,251 | 2, 577, 658 


co tee ase ee aE ee 10, 923, 174 





1 Amount in application for capital-grant contract. 
NATURE OF SLUM-CLEARANCE GRANTS 


Mr. Tuomas. What is the nature of this grant? Is it a 100-percent 
grant based on value, or is it 50-percent grant based on value, or 
what? 

Mr. Fotry. Suppose I have Mr. Keith, Director of the Slum Clear- 
ance Division, take up this discussion ? 

Mr. Kerrn. The Federal capital grant, Mr. Thomas, under the law, 
is designed to cover two-thirds of the net cost of acquiring, clearing, 
and disposing of slum areas. One-third of that net cost 1s required 
to be met through a local contribution. 

Mr. Tuomas. It is two-thirds rather than 50 percent? 

Mr. Kerru. That is right ; two-thirds, a 2-to-1 ratio. 

Mr. Tuomas. Now, does this table here give you the complete pic- 
ture as far as the grants are concerned? What is the total amount of 
grants involved here? 

Mr. Kerrn. In this particular table it is $10,923,000, the amount 
which we forecast will become payable during fiscal 1953. The total 
capital grants which we have so far approved on applications that 
have been processed amount to $41,722,000. But this $10 million is the 
amount we estimate will become due during 1953. 

Mr. Tuomas. Your total approved to date is $41 million ? 

Mr. Kerr. That is right. 
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Mr. Tuomas. And those that will be needed amount to $10 million 
of that for fiscal year 1953? 

Mr. Kerr. That is correct. 

Mr. THomas. This is a slow process, acquiring the land, demolish- 
ing buildings, and so forth ? 

Mr. Kerra. That is right. 

Mr. Tuomas. Is this an advance grant? 

Mr. Kerru. Well, what this represents, Mr. Thomas, is that under 
the recent amendment to title 1, the Administrator is authorized to 
make progress payments on grants as projects are completed—I mean 
as they go through the process of completion, rather than having to 
wait until the final wrapping up of all of the details of the project. 

Mr. Yates. What do ‘you mean by “completed”? Do you mean 
when the contracts are all approved ? 

Mr. Tuomas. The demolition and clearance. 

Mr. Kerri. I mean fundamentally when all the land has been dis- 
posed of to the redeveloper and all the legal details cleared up, and 
so on; so final accounting can be made of the entire transaction. 

Mr. Tuomas. That makes sense. With a grant you might as well 
put on some limitations and let them get started with it. 

Mr. Fotry. Mr. Chairman, if I might interject, we have indicated 
in the justification in somewhat more detail than I did in my statement 
the type of precautions we expect to take to keep a margin of safety 
under these advance payments. 

Mr. THomas. What is the nature of this first project here, “Little 
Rock—central area,” $980,000? What is the nature of this? How 
much land is involved? Whereabouts is it located? What buildings 
are on it now and what is going to happen to the land after you make 
the grant? 

Mr. Kerrn. That particular project, Congressman, is a Negro slum 
area in the central part of Little Rock, comprising 29 acres. It is 
going to be soniinill Those buildings will be moved and the land 
sold primarily to private builders for new rental and sales housing 
which also will be offered for Negro occupancy in that city. It is 
ee Sg with the development of a new Negro housing area in Little 

ock. 

Mr. Tuomas. Is that going to put a public housing unit on this par- 
ticular land? 

Mr. Krirn. No, sir; this will be private housing redevelopment. 

Mr. Tuomas. Twenty-nine acres ? 

Mr. Kerrn. That is right. 

Mr. Tromas. Tell us about Detroit here—$4.761,000. 

Mr. Kerrn. That is a very large slum area in the central part of 
Detroit, approximately 130 acres, also predominantly a Negro slum 
area. That land has now been acquired by the city of Detroit and 
shortly the first offering of the land will be made to the private builders 
for residential redevelopment. 

Part of it is also being sold to Wayne University for the construction 
of a medical school. They have purchased part of the land for a new 
building. But the bulk of the redevelopment will be in private rental 
housing. The city plans shortly to make its part of the land which has 
already been cleared—it is a large enough area that they will have to 
handle the clearance over a considerable period of time— but they in- 
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| tend to make their first offering of the land that is now available to be 
built on within the next few months. 


Mr. Tuomas. Here is New York with some six projects totaling ap- 

roximately $20 million. Here is a large one for $10,703,804 and has 
here “Manhattan Town.” What is the nature of that one? 

Mr. Kerrn. That is a slum and blighted area on the upper part of 
Central Park West, adjacent to the lower part of Harlem. 

Mr. Tuomas. How big is the body of land? How many houses 
are on it now ? 

Mr. Kerrn. The land itself is 24 acres. Currently it has 3,600 
dwelling units in it—slum housing. 

Mr. Tuomas. There would be some pretty good-sized apartment 
buildings on it then? 

Mr. Kerrn. It is now completely densely built up with typically 


| five- and six-story walk-up tenements. The redevelopment plan there 


contemplates again sale to private developers for 2,600 new units. 
Mr. Tuomas. The particular housing authority in this particular 


| locality then goes in and buys all this property. Is that what it does? 


Mr. Kerrn. That is right. 

Mr. Tuomas. What is the total purchase price? 

Mr. Kerrn. In this particular case it is estimated that the purchase 
price of the land will be in the neighborhood of $13 million or $14 


million. 
Mr. THomas. And the Government part of this project is about 


| $10 million on a two-thirds basis? 


Mr. Kerrn. That is right. Of course, there are other costs—the 


- cost of demolition and the cost of relocation and so on. 


Mr. Pumutrs. Two-thirds of $13 million is not $10 million. 
Mr. Krirn. It is two-thirds of the write-down, the price being paid 


| by the private developer being approximately $3,600,000 for the land 


as cleared. 

Mr. Tuomas. You anticipate me. What are you going to sell this 
land for and for what price and what purpose now ? 

Mr. Kerru. The land will be offered by the city of New York to 
private redevelopers at the fair value of the vacant land as ready 
for new building, and that fair value is determined by the city of 
New York, taking into account independent appraisals which they 
have made both by outside appraisal firms and by 

Mr. Tuomas. What do you estimate that to be? 

Mr. Kerrn. Approximately $3,600,000 

Mr. Tuomas. In other words, you take a whipping there of how 
much—$1614 million ? 

Mr. Kerrn. It would be approximately $16 million. 

Mr. Tromas. And of that $16 million write-down, that is where 
the Government comes in and subsidizes two-thirds of the losses? 

Mr. Keiru. That iscorrect. And the city of New York will provide 
the remaining one-third. 

Mr. THomas. Does the Public Housing Administration—not the 
Public Housing Administration, but the Administrator’s Office, be- 
cause it is his direct responsibility—what strings do you keep over 
these tremendous and vast real estate transactions? 
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PROCEDURE FOLLOWED IN APPRAISING PROPERTIES 






Mr. Fotey. If I may interrupt, Mr. Chairman, for just a moment, fF 
I was about to interject because of something you said earlier, Mr, f- 
Keith, that the city gets the appraisals made. Our system involves 
carefully reviewing those appraisals. 

Mr. Kerr. That is right. 

Mr. Txomas. When you got a loss there of $16.5 million on a $2) 
million project, of course, you are opening the door, mane yourself 
liable to every conceivable criticism. Do you go in and have this 
property condemned in a court of record ¢ 

Mr. Kerrn. Yes, sir 

Mr. Tuomas. Or is it all by X, Y, and Z, and A, B, and C coming in 
and giving you their best guess, and you let the court come in and 
give their best guess, and finally work out the best deal you can? Or f 
do you go straight to court and say, “Let’s let a court settle the value 
of this property”? 

Mr. Fo.ry. Do you want to answer that, Mr, Keith ? 

Mr. Tuomas. And you have the right of condemnation, do you not! 

Mr. Fotry. We do not have, but the local community has. 

Mr. Tuomas. I mean the local housing authority. If they did not, 
you would never get the property. 

Mr. Forry. That is right. 

Mr. Txomas. Most of it is high-revenue-producing property based 
upon the original capital investment, is it not ? 

Mr. Foury. Yes. 

Mr. Tuomas. What are your checks, and how do you protect your- 
self against base and unfounded charges of looseness and favoritism 
in paying A who owns one property more than you are paying B 
who owns another property just around the corner? 

Mr. Fo.ry. May I make just a preliminary statement and then let 
Mr. Keith give you the details? 

We have, of course, recognized those problems from the start, even 
in the testimony in the hearings when the bill was being considered. 

We have been under a great deal of criticism, Mr. Chairman, because 
of what has been described as slowness in getting this new operation 
moving. One of the reasons for that delay was the necessity for 
setting up systems to protect fully all along the line what is commonly 
described as red tape. We think we have devised a pretty thoroug) 
and comprehensive system, which I will ask Mr. Keith to explain to 
you at as much length as you wish. 

Mr. Kerru. On the matter of acquisition of this land, Mr. Thomas, 
we require that the local agencies—in this particular case the city 
of New York—have two independent appraisals made of each parcel 
of real estate and property in the area. Those appraisals are checked 
by our staff appraisers. 

Mr. Tuomas. What does your staff know—if one of them comes 
from my home town and the other one comes from somebody else’s 
home town out here in California, what inthe world does he know 
about New York real estate? . 

Mr. Keirn. Well, I think a trained appraiser is in a position on 
the basis of an appraisal report to come to a pretty good judgment 
as to whether the appraisal is in line with comparable sales of com- 
parable property in the same area, for example. 
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Finally, on the basis of the procedure that we have set up a pur- 
hase price is established on the basis of these appraisals. 
Mr. THomas. Who appoints the appraisers ¢ 
' Mr. Kerrn. The appraisers are appointed by the local agencies. 
‘But on the basis of the purchase price that is approved, if the prop- 
‘erty owner will not sell at that price, then the local agency is required 
‘to go into court and have a condemnation trial and a final decision 
‘by the court itself as to the fair market value of that particular lot. 
' Mr. Tuomas. Have you had any condemnation cases yet 
| Mr. Kerru. Yes. Out in Chicago there have been quite a number, 
‘and in Detroit quite a number, and in Baltimore. 
> Mr. Tuomas. What portion of your purchases are acquired through 
‘condemnation and what portion are acquired through voluntary 
Sagreement, roughly 4 
' Mr. Kerrn. On the average, Congressman, I would say that about 
h75 percent are acquired through negotiation on the basis of approved 
prices. Now the pattern varies in different cities. In the case of 
) Detroit, where the city itself is the body we are dealing with con- 
~demnation is used as standard practice. So in the case of the Detroit 
project the entire area was acquired through condemnation proceed- 
pings. 
' Mr. Tuomas. Well, Detroit is certainly, in my judgment, using the 
Sonly system. 
Mr. Kerrn. In the case of New York, where they have a quick- 
taking law, the policy on these New York City projects is that they 
will file a blanket condemnation suit for an entire area, and then 
Sagainst that blanket-taking suit, they will negotiate with the indi- 
vidual owners before going to trial. If they can acquire the land on 
the basis of approved purchase price by negotiation, they will settle 
~ out of court. 
_ Mr. Tuomas. Well, in those States, say, outside of New York, where 
| New York apparently has a very effective quick-taking statute, say, in 
‘some other State where you bought voluntarily and lake you had to 
' use condemnation proceedings, how did the prices compare with those 
' which you negotiated for and which the courts gave you? 
Mr. Kerrn. In almost every case, Congressman, the price awarded 
by the court—lI think in every case, in fact—the price awarded by the 
court was higher than the price we had approved. 
Mr. Tuomas. How much higher for the same or similar type of 
property ¢ 
' Mr. Forey. Or even for the same property, the same parcel ? 
Mr. Kerru. Yes. I am speaking of the same parcels. We set an 
approved purchase price for each parcel. 
Mr. Tuomas. How much higher ¢ 
Mr. Kerrn. I would have to check the record to give you a complete 
and accurate response. 
Mr. Tuomas. Approximately. 
Mr. Kerrn. I would say approximately 10 to 15 percent above the 
option price that we approve. 
_ Mr. Tuomas. That is about in keeping with my own observation that 
' juries and courts are going to be a little bit on the generous side. 
Mr. Frrzparrick. Where a public body is involved, Mr. Thomas, 
a great many of the States do not even permit to be offered in evidence 
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illegal use or violation of city regulations in determining the value. 
A number of States recently have enacted legislation to permit that 
to be offered in evidence, and in those cases I think it has reduced 
the awards. 

Mr. Tuomas. Do you not think the Administrator’s office would 
be in a much sounder position, since this is a grant, to say to the 
public housing authorities in the various States, since this is a grant, 
you get through your governing body this type of condemnation law 
panes this type of evidence to come in in arriving at the fair 
value? 

Mr. Frrzparrick. We have prepared 

Mr. Tuomas. You got such laws in the beginning when dealing 
with public housing authorities. You laid the pattern when you did 
business with them. Why do you not go one step further and require 
them to come up with that type of law that protects them and the 
Federal Treasury ¢ 

Mr. Frrzrarrick. We have taken steps in that direction, Mr. 
Thomas. We have prepared a legal analysis of the laws of the various 
States, working with the Institute of Municipal Law Officers, and 
are recommending to the State legislatures the enactment of legisla- 
tion which would permit that evidence to be received in the case of 
all public condemnations, whether it be for slum clearance, or roads, 
or city halls, or anything else. 

Mr. Tuomas. Well, your job is slum clearance and public housing. 
Why do you not confine your efforts to that? You did not suggest 
to the cities and towns and States in the beginning of public housing 
that they get a law permitting them to set up a public housing 
authority; you demanded it. And if they did not have it, you did 
not do any business with them. Is that correct? 

Mr. Frrzpatrrick. In terms of that kind of law, yes. 

Mr. Tromas. Why not do the same thing in dealing with these vast 
real-estate projects when you are handing out public funds? 

Mr. Frrzparrick. There is somewhat of a delicate line between the 
Federal Government dictating on local matters and trying to persuade 
them to go along with you. I think quite frequently in that sort of 
matter you get much further, much faster, if you sit down and try to 
work something out with them rather than try to be arbitrary about it. 

Mr. Tnomas. There is nothing arbitrary about it. They are seeking 
public funds and all you are trying to do is safeguard public funds 
and their own part, too. In other words, this thing could blow up 
right in your face on one little project where you could have slipped. 
I am just talking about the good of all concerned. 

Mr. Forry. I appreciate that part of it, Mr. Chairman. It is one 
of the concerns the Administrator has all the time. Without com 
menting pro or con on that particular proposal, I again want to sa) 
that we have, in spite of a great deal of insistence to hurry, hurry up 
insisted on taking the time necessary to develop what we believe is a 
pretty thorough system of protection. 

Mr. THomas. You cannot go any faster than the local folks move, 
can you? 

Mr. Forey. No, we cannot, but what I was referring to was the nec- 
essary long preliminary period in which we developed these proce- 
dures before we were in a position to act upon an application. 
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Mr. Tuomas. If you had laid down those standards to start with, 
you could have covered it all with one fell swoop, and in the time we 
waited it would have just been about enough time to take care of all 
of them, would it not, in the form of uniform condemnation proceed- 
ings? 

‘Mr. Fouey. That, of course, is only one phase of the many things 
we had to develop in connection with being prepared to go forward 
with the program. 

Mr. Tuomas. I mean it is for the protection of everybody con- 
cerned, and it is just good common public policy. These communities 
come to you and want this Federal help, and they will certainly con- 
form to a reasonable standard. That is not forcing anything down 
anybody’s throat; it is for their protection as well as it is for the 
Federal Treasury. 

I just throw that out to you, and I realize this is no new subject 
to you. 

Mr. Fotry. We have also to consider—and I do not mean this as 
an argument on that proposal in any way—we have also to consider 
the fact that many of the cities do not control their State legislatures. 
In fact, inmy State quite the contrary. 

Mr. Yares. That is true in my State, too. 

Mr. Tuomas. In other words, it may be said the program could not 
vet through a State legislature / 

Mr. Fotry. I suggest that possibility—as to the type of legislation 
yo. suggest, | mean. Then, on the other hand, in some States it 
probably could. 


STATUS OF CHICAGO SLUM CLEARANCE PROJECTS 


Mr. Yates. What is the status of the Chicago slum clearance project 
which is listed in this table on page 4, Mr. Keith / 

Mr. Kerru. Project No. 1—— 

Mr. Yares. Is that the New York Life project ? 

Mr. Kerrn. That is the Lake project being redeveloped by New York 
Life Insurance, yes. 

Mr. Yares. That is being developed by private capital, is it not? 

Mr, Kerrn. That isright. That will involve construction ultimately 
of 2,000 new dwelling ‘units, plus a substantial shopping center to 
serve both that area and the adjacent south side of Chicago. 

New York Life Insurance Co. has started construction on the first 
240 units of housing and 17 percent of the area has already been dis- 
posed of to New York Life. The balance of the disposal program will 
be geared pretty much of the winding up of the pending condemnation 

cases they have under way, plus the. problem of relocation of the re- 
maining families that are on site. 

The second project we list there is a project of about 40 acres at 
Seventy-ninth and Western—a dead subdivision that the Chicago 
Land Clearance Commission intends to acquire and dispose of to pri- 
vate builders for individual single-family housing developments. 

Now we have also just recently approved a third project at Chicago 
near the Northwest Side, a residential slum area of about 54 acres 
which will be redeveloped for light industry. 

Mr. Yares. Where on the Northwest Side? That is not the Caprint 
project, is it? 
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Mr. Kerrn. No, this is a section out there, Congressman, that is sur- 
rounded by light industry, warehouses and so on. It is right near the 
terminus of the new Congress Street Expressway. 

Mr. Yates. That is the West Side, then? 

Mr. Kerru. Yes. I beg your pardon. 

Mr. Yates. I wondered where it was on the North Side. 

Mr. Kerru. I was mixed in my directions, pardon me. 

That one is just about to get under way. 

Mr. Yates. With respect to project No. 1, does the figure of 17 per- 
cent under the heading of land disposition indicate that 83 percent of 
the remaining land is still in litigation or in negotiation for the acquir- 
ing of the land? 

Mr. Kerrn. No. Quite a large percentage of that is already owned 
by the Chicago Land Clearance Commission, but there are enough 
scattered parcels throughout that which are still in litigation so that 
it does not make it feasible to transfer that land to the New York Life 
until those cases are closed. 

Mr. Yates. How long is it contemplated that will take? Has the 
Chicago Land Clearance Commission given you any idea? 

Mr. Kerrn. They have indicated that they hope to ha¥e all of those 
cases settled by next spring. As a matter of fact, I think they may 
be able to transfer some more land to New York Life before that time. 

Mr. Yates. Have the plans been approved for the relocation of the 
people living in the area that is being cleared ? 

Mr. Kerru. Yes; that was approved after substantial negotiations 
with them. It represented a very serious problem, particularly since 
these were almost entirely Negro families, and a large percentage of 
them were not eligible for public housing because their incomies were 
above the maximum eligibility limits. But we worked out with the 
Land Clearance Commission what we considered to be a satisfactory 
agreement, involving also the cooperation of FHA in attempting to 
stimulate some new private housing that would be available for those 
families. 


PUBLIC-DEFENSE HOUSING 


Mr. Yares. Mr. Foley, on page 5, the question I started to ask is 
predicated upon the sentence in the first paragraph which reads: 

The act contemplated the maximum construction of defense housing by pri- 
vate enterprise, but where the total need cannot be met by private builders 
and mortgages, public construction with appropriated funds is authorized. 

My question is this: With respect to the projects listed on the tables 
on pages 8 and 9,. what activity, if any, is being undertaken by private 
enterprise to construct housing at those places ? 

Mr. Fotey. These particular assignments and programs are tem- 
porary housing, the need having been determined to be temporary, and 
consequently do not furnish any incentive to private enterprise to 
come in and provide it. 

Private enterprise construction in the sentence you have just read 
deals with permanent housing where we find there is a permanent 
market. 

Mr. Yates. Is there need for prmanent housing in any of the areas 
that are listed on tables on pages 8 and 9? 
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Mr. Foxy. It does not follow necessarily, although in some in- 
stances it would be true—it does not follow that there is no permanent 
housing need in a community in which there may be a military tem- 
porary need. 


Mr. Yates. That iscorrect. Is there any private construction going 
on there at all? 

Mr. Forry. We would have to take up each location by itself, and 
then I would have to check with our people. 

Mr. Frantz. There are private programs in most of those areas. 

Mr. Yates. There are? 

Mr. Frantz. Yes. 

Mr. Youne. All but one or two. 

Mr. Forey. To the extent we have determined that a permanent 
need exists, the temporary need is in addition thereto. In other words, 
there may be a combination need to have a permanent market and also 
a temporary market. 

Mr. Yates. And permanent construction is being undertaken by 
private enterprise / 

Mr. Forry. That is right. That part of the total need which is de- 
termined to be only temporary is what wé address ourselves to in this 
table. 

Mr. Yares. When you say “temporary,” what do you mean by it? 
How long is a temporary period, according to your standards? 

Mr. Forey. That is a difficult thing to determine, of course—as to 
how long, for instance, the-military is going to maintain a certain 
level of personnel in a given camp, But if it was less than a period 
that would justify it on an economic basis for private investment, 
we would have to consider it temporary. It may run a year, 7 or 8 
years. 

Mr. Yates. In other words, in each of these cases where you are 
putting in temporary housing, the military operation—the camp or 
the installation to which your housing is appurtenant—has indicated 
that as far as they know at the present time none of those installations 
is going to be permanent? 

Mr. Forey. It may not follow that the installation is not to be 
permanent, but the extent of this particular need may not be perma- 
nent. 

We may have situations—although I do not think of a particular 
case—in which the installation is permanent where, perhaps, they 
may be building a project for permanent need under title VIII of 
the insured-mortgage system, the Wherry Act, but there is a fringe 
need in this emergency which is temporary and which has to be met 
by supplementing the supply with temporary units. 

Mr. Yates. Is there a chance of salvaging any of the investment of 
the Government in this temporary housing at the expiration of the 
temporary period ¢ 

Mr. Fotry. It would depend, of course, on how long the temporary 
period ran. You recall that we built temporaries in the war which we 
are still using, although nobody expected we would use them this 
long. Under those conditions they would have little salvage value. 

That is one of the problems we addressed ourselves to in the pro- 
gram I discussed very briefly here earlier, a project of trying to de- 
velop a type of house which would be physically of a permanent 
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nature, which could be used permanently—in all of its standards, size 
and so on—and yet so vainly demountable that it can be placed for 
temporary use and then have a real resale value for use elsewhere. 
We have had quite a considerable degree of success with that program 
so far. ' 

Mr. Yates. You have no estimate or even guess as to how much can 
be salvaged from the program because you do not know the length of 
the period ¢ 

Mr. Fotry. Let me give another example on stopgap housing, as we 
call it, or trailers. In the flood situation, where Congress gave us 
authority to go in and provide temporary stopgap housing in the 
Kansas floods, we put in some 1,300 or 1,500 trailers. That need will 
probably be quite temporary. In fact, already part of the units have 
become available to us. There we have made continuing use of those 
units. We transferred some of them to other disasters down in the 
tornado district, and a few up in the Missouri flood, and we have 
transferred about 300 of them for military use in a temporary situa- 
tion at Wichita. 

So you get under certain circumstances a continuing use value out 
of them, and in other circumstances they may have been used so long 
or so roughly that salvage value will be small. We think the salvage 
value of the type of housing we are trying to develop will be much 
greater than the salvage on th of the type of temporaries we had to 
build during World War II. 

Mr. Pures. I take it for granted that you have legislative author- 
ization for all of this money, with the exception of the amount re- 
quested for FNMA, which is now contained in S. 3066? 


STATUS OF AUTHORIZING LEGISLATION 


Mr. Foutey. And part of the request for public defense housing, 
which is contingent on the passage of 3066, and the Alaska item. 

Mr. Pruuuies. That is part of the moneys for defense housing, all 
of the requests for FNMA, and all of the requests for Alaska housing 
are contingent upon the passage of S. 3066? 

Mr. Forey. That is right, sir. 

Mr. Puituires. Now this is a simple question, but I want it on the 
record. This request comes to us as a supplemental request. This 
was not made at the time the first request came to us through the 
budget ? 

Mr. Fotry. That is correct, sir. 

Mr. Puuinuires. Of course, the fact follows that this amount of 
money, if spent, would exceed the debt limit of the United States, 
because the total of the other money requested in the budget was 
figured accurately up to the present debt limit of the United States 

Mr. Frantz. I might say, Mr. Phillips, that the submission of leg- 
islation along the lines of S. 3066 was contemplated in the budget. 

Mr. Puisiies. But the money was not in the President’s budget 
when it came down to us? 

Mr. Foiry. Sufficient to cover it, I believe. 

Mr. Firzrarrick. Three hundred million. I think the budget in- 
cluded 300 million for housing and 25 million for community facil- 
ities. 

Mr. Puinuirs. And still under the amount ? 
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So you would not exceed it? 

Mr. Frantz. That is right. 

Mr. Putuirs. I think that is all on that. 

Mr. Foley, I am generally inclined to be sympathetic with what 
you want here, and since the hour is late I will confine my question- 
ing to a little matter with which you and I are both already dumnifiar. 

When you come up to us you ask us for money, and you usually 
indicate you could probably use more money than we give you, and 
sometimes in order to keep your agency in operation, to keep it from 
exhausting all the work, we take a little money off so you have to 
come back and see us again. 

Mr. Fotry. We would like to continue the acquaintance, Congress- 
man. 


STATUS OF LOS ANGELES PUBLIC HOUSING 


Mr. Puiures. That being the case, and you having expressed your- 
self several times as wishing to have more houses, units, because of 
the requests, and more money, we who live in the West are very curi- 
ous about this Los Angeles situation in which the people voted by a 
perfectly clear vote, with a majority of over a hundred thousand, that 
they did not want the 10,000 units you insist on building out there; 
that they were willing to go along with the slum-clearance part of 
the project, and that they are willing to pay you back your money. 

And, as a matter of record, I now wish, Mr. Chairman, to read 
into the record the final paragraphs of the resolution approved by a 
vote of 11 ayes and 4 noes by the City Council of the City of Los 
Angeles, on the 5th of May 1952, which concluded as follows, and I 
quote : 

1. That if the majority of the people vote “yes” in favor of the 10,000 units 
of public housing the program will go forward as planned. 

2. But if the majority of the people vote “no” this will be accepted as a man- 
date to abandon the program and an expression of the willingness of the ma- 
jority of the people that the city assume the damages subsequent to this action. 


POSITION OF THE GOVERNMENT IN LOS ANGELES CONTROVERSY 


Mr. Puiiirs. Now, with that in mind, it is a little difficulty for me 
to understand why you continue to refuse the $12 to $13 million 
which the city would like to give back to you, and that you insist 
upon spending 87 or 97 million more dollars in an area where the 
people have, by recorded vote, said that they would rather you would 
put the houses somewhere else. 

Mr. Fotry. Mr. Congressman, I must respectfully ask to correct 
one statement. We do not insist, and we have not insisted. 

We take the position—and I will ask our general counsel, since 
legal matters are involved, to expand this for you—but fundamentally 
our position is we do not insist that the community go forward with 
a program of public housing, in that community or in any other com- 
munity: 

We take the position—and the general counsel will correct me if 
I do not explain it properly from the legal point of view—that there 
is a contract entered into between an agency of the Federal Govern- 
ment and an agency of the State of California—the local housing 
authority which was, at least, created by the State—that we cannot 
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unilaterally abrogate that contract; that we have to have, first, the 
readiness of the other party to the contract to abrogate, and second 
we have to have restitution of the funds that the Federal Government 
has put into the deal. 

r. Puiitrrs. May I interrupt you there—— 

Mr. Fotry. Neither of those conditions has yet been met, I believe. 
Is that right, Mr. Fitzpatrick ? 

Mr. Frrzparricx. That is right. 

Mr. Putuirs. I did not mean to interrupt you, but the second seems 
to me to be a technicality. The city says they will restore the money. 
You want them to put the money in your hands and then you will 
lose all interest in the city of Los Angeles; is that right? 

Mr. Forry. Let Mr. Fitzpatrick state it as fully as you wish from 
the legal point of view. 

Mr. Firzratrick. This is rather complicated, and if you have the 
time I would like to come up and talk a little bit further. 

Mr. Putturrs. You might as well put it on the record right now. 
I think you are going to hear more of this before you get through. 
Los Angeles is a western community and does not usually get stepped 
on without expressing some objection to the process. 

I understand firmly about the return of the money. I also under- 
stand there is considerable technicality about a Federal-State hous- 
ing agency, and a community and the Federal Government. But I 
do not know what other way the people of Los Angeles could use to 
express themselves more clearly than a vote of the people, which under 
our form of government is supposed to be a deciding method. 

Mr. Frrzparrick. I think we all agree on that, Mr. Phillips. 

Mr. Puitures. You are quite satisfied it was a proper vote. 

Now, the reason I say that. the mayor of Los Angeles has subse- 
quently said it was not a deciding vote because it was only 59 
percent of the vote, whereas he himself has been elected three times by 
less than 59 percent of the vote of the people. 

Passing over that, we think out there that was the way to settle it. 
We took it to the polls, and there is no argument about the fact both 
sides were presented. Even I, living a hundred miles away and hav- 
ing no vote on the issue, got a wastebasket full of material on the 
argument. 

Now, you tell me why you just cannot take that $12 million or $10 
million, whatever it is, and the 10,000 houses, and go somewhere else. 

Mr. Frrzparrick. It comes down to this: As you know, the basic 
intent of the 1949 act was that the initiative and responsibility for all 
housing plans under the act rests with the community and with the 
people of the community; that if they take no interest in the problem, 
or do not want the assistance which the Congress provided, it is not 
the responsibility of the Federal Government or any agency of it to 
insist that they have a program. We respect that provision and 
agree with it. At the same time there were two provisions ineluded 
in the act designed specifically to assure that those decisions were made 
locally before we ever entered into a contract: one, that they had to 
approved, through the governing body, the application for a prelimin- 
ary loan, and, two, that before we entered into a loan and annual con- 
tributions, a contract, the city must agree to the contract with the 
authority for the local cooperation. 
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In 1949 the city council of Los Angeles did approve both of those, 
and the contracts were entered into. 

Now, quite apart from the legal complications arising out of the 
decision of the Supreme Court of the State of California and the fact 
that the court has said what the council did was beyond their 

ower— 
: Mr. Puiiies. May I interrupt to say the court also took upon itself 
to interpret what this subcommittee meant when it put some wording 
into.a bill, which was a little different from my understanding of what 
the subcommittee meant. 

Mr. Frrzparrick. Quite apart from that decision, which relates 
largely to the rights of Los Angeles City Council and the housin 
authority, rather than the Federal agency, we did enter into a valid 
loan and annual contributions contract with the Housing Authority. 

I think you are probably familiar with the decisions of the Supreme 
Court, particularly its decision in the Lynch case, where the Court did 
hold that rights arising against the United States under contracts 
with the United States are protected by the due-process clause of the 
fifth amendment. If the Congress has power to authorize the entering 
into of contracts with the United States, and they are entered into, the 
due-process clause of the fifth amendment prohibits the Congress from 
annulling them. 

We cannot say to Los Angeles, without running into the due-process 
clause and litigation, either on the hoaiddicutianel wane or in the court 
of claims, “We are going to abrogate our contract with you.” 

If they desire to come to us to say, “In view of what has hap- 
pened, the Housing Authority wants to now seek a mutual cancela- 
tion of the contract and, together with the city, we will pay you back 
the money.” 

At that point we are in the clear, we can sit down and work out an 
arrangement with them. We would have a mutual cancelation and 
not a unilateral cancelation, which I think is prohibited. 

I think also that there is a way in which the Los Angeles people 
may resolve their own problem, because primarily this involves two 
local political subdivisions which are created under the laws of the 
State of California, and are subject to control by the Legislature of 
the State of California. 

I think it is perfectly appropriate and proper for the Legislature 
of the State of California to say, wherever a situation occurs, such as 
occurred in Los Angeles, either that the council desires to change its 
mind or the people vote to change the council’s mind, that under those 
circumstances, you, Mr. Commissioners of the local housing authority, 
are under a mandatory duty to go with your city council to the govern- 
ment and seek a mutual cancelation of that contract, and pay back 
this money that you got. 

I think that is lawful for the State legislature to do so, because 
they write the laws which govern the creation and the operation of 
that authority. Ithink they can put them under a mandatory duty to 
come and ask for a cancelation. 

We have full authority to do so if they do it. As Mr. Foley has 
indicated, we are perfectly willing to do it if they will come and 
ask for a cancelation and give us the opportunity to get our $13—$14 
million back. 

Mr. Puiuirs. What is the amount? 
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Mr. SiivermMan. $13,678,000. 

Mr. Tuomas. In the meantime, do you intend to hold this thing in 
status quo until the legislature a rae 

Mr. F'rrzparrick. As it stands now, I believe that the Authority has 
advertised for bids on a third project, and the bids are in, but they 
have voluntarily withheld making any award. 

Mr. Puiiuips. A gentleman in the back row does not agree with 
you. 

Mr. Strverman. They have not yet advertised for the third project. 

Mr. Puuuirs. This is a disputed .question in Los Angeles, and 
it is getting hotter than a firecracker, because in addition to the 
mayor's choice remark on the fact that 59 percent was not enough, 
which they are now calling to his attention as I have just said, in 
addition to that he implied in a letter which he sent to all Congress- 
men, that the people of Los Angeles were not intelligent enough to 
know what they were doing when they voted on June 3. The result 
is that he has been on the radio at least once explaining he did not 
mean just what that letter seems to say. 

Why is it not a good idea, since this is a hot issue and since you need 
the money, and other communities would like to have the housing, why 
would it not be a good idea to let the matter rest with no more Federal 
money being spent and no more effort being made until the legislature 
does decide, which I think is a good suggestion ¢ 

Mr. Frrzparrick. As I understand, there is to be a special ses- 
sion 

Mr. Putiures. There will be a special session of the legislature very 
shortly. 

Mr. Firzrarrick. In August. 

Mr. Forey. As a matter of fact, I think, Congressman, that is 
exactly the situation now. 

Mr. Vinton. Mr. Phillips, we have not advanced any money since 
January. We stopped advances to them, and they are not proceeding 
to let any new construction contracts because we have not approved the 
letting of any, and we have no intention of doing so until the matter 
is cleaned up. 

Mr. Prours. Why is that not a good idea until we get that thing 
straightened out ? 

Mr. Fotry. We are following that course, and we do not want to 
make the situation worse than it is. We do not want to go ahead if 
they do not want to. 

Mr. Tomas. It seems to me good common sense for the Public 
Housing Administration to say that all of the people there have regis- 
tered their feeling in the matter, and they should stop everything until 
it is finally decided and not put any more money into it. Let’s do 
not advance the housing authority any more money, and give the legis- 
lature a chance to straighten it out. 

In other words, I do not think the housing authority ought to be 
placed in the attitude of trying to force anything down anybody’s 
throat. 

Mr. Fotry. That is exactly our position, sir. As Mr. Vinton has 
said, we are proceeding on that basis. We are not approving the let- 
ting of any further contracts. We cannot, of course, and I think you 
will agree, repudiate or cause them to repudiate contracts they have 
already entered into for construction, and those, I think everyone will 
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agree, must go forward. We would have to advance further moneys to 
the authority if they are required to meet payments on construction 
contracts which have been awarded. 

Mr. Putuures. I do not know what the contracts cover. One of the 
complaints was about the 13-story high buildings. 

Mr. Forey. Is that one under construction ? 

Mr. Vinton. No. There is none under construction under the new 
program, That decision to build 13-story apartments was not. our 
decision. That was purely a local decision. 

Mr. Frrzparrick. I would like to answer off the record, since it 
may be a matter of litigation. 

(Discussion off the record.) 

Mr. Fotry. Actually, assuming that the local parties can provide 
the funds to make restitution—and nobody that I know of, certainly, 
in the Congress or in the Government has suggested that those funds 
be washed out 

Mr. Puituies. No; that has not entered into it, and I think Los 
Angeles is good for $13 million. 

Mr. Fotey. Assuming that, it is a question, it seems to me, of their 
reaching local agreement between the city and the local housing au- 
thority, a separate body. 

Our position is exactly what we have stated here, Congressman. 

Mr. Puiuies. That is very encouraging to me. 

Now, you know that this is not just a question of handing you back 
$12 or $13 million, as a total loss to the city of Los Angeles. They 
must have about $9 million worth of property. 

Mr. Frrzparrickx. They have acquired property ; yes. 

Mr. Puittres. Whatever the purchase price of the property may 
have been, and also improvement costs on the property, generally 
speaking, as a former real-estate broker, when you take a property like 
that and put it together, it increases its value rather than decreases it. 
Los Angeles probably has the equivalent of $12 million in property. 

Mr. Forxy. It is entirely possible. 

Mr. Frrzparrick. They may not have the equivalent, because some 
of them are shim areas. 

Mr. Prius. That includes the demolition of old properties on 
them ? 

Mr. Frrzparrick. Yes; and the price of the old buildings. It does 
minimize the loss which the city would have to bear, however. 

Mr. Pures. I think it is interesting, but I also think a city like 
Los Angeles, which is constantly engaged in slum clearance, and wants 
to go ahead with the slum clearance part of the project, would be satis- 
fied to pay off and get out. 

Mr. Pilar: I want to assure you, Mr. Congressman, we have been 
ourselves, as Mr. Fitzpatrick has indicated, trying to develop some 
means by which this thing can be resolved. 

Mr. Puutwirs. That is all. 

Mr. Fotry. We do not want to be in the position of seeming to 
insist that people build houses they do not want. 

Mr. Tuomas. Thank you, gentlemen. 
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